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Introduction 


In World War II, as in World War I, wartime admin- 
istration revolved about the President and it exhibited the 
triple characteristics of a maximum of executive discre- 
tion with respect to administration, legislative concentra- 
tion of administrative authority in the Chief Executive, 
and Presidential subdelegation of administrative author- 
ity to a multitude of subordinate officials and agencies. 
Yet wartime administration in the Second World War 
was in many respects significantly different from that in 
the First World War. It was not only that the environ- 
mental conditions under which administrative authority 
and organization matured in the two wars were markedly 
different, particularly the extended emergency period 
before America’s entry into World War II, so that the 
way was open for executive and legislative action that 


* Co-Author with Ashley Sellers: “Administrative Practice and Procedure 
in the Department of Agriculture Under the Plant Quarantine Act” (1940— 
Dept. of Agr. mimeo.) ; “Administrative Practice and Procedure in the De- 
partment of Agriculture Under the Food, Drug and Cosmetic Act of 1938” 
(1940—Dept. of Agr. mimeo.) ; “Subdelegation of Administrative Authority,” 
13 Gro. WasH. L. Rev. 144-196 (February 1945). Ass’t. Prof. of Gov’t., Wayne 
University. 
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had no counterpart in World War I.’ Our constitutional 
and statutory framework for the prosecution of war 
lodges an immense amount of discretion in the President, 
and within the vague contours of this realm President 
Roosevelt, fortified by and building upon what President 
Wilson had done in the First World War, was free to 
introduce novel administrative measures. Essentially the 
differences in administration in the two wars spring from 
the practically unfettered choice of means possessed by 
the President in wartime. This was true essentially, but 
not entirely. For one thing, conspicuous in World War 
II was the partnership between the executive and the leg- 
islature in the administration of the war effort.” Much 
that the President and his subordinates did administra- 
tively was of dubious validity in relation to the legisla- 
tion under which they presumed to act and time and 
again executive action was placed on a firm legal founda- 
tion only by the legislature retroactively ratifying what 
was done.’ Furthermore, the score or so of years that had 


elapsed since the First World War had seen an amazing 
growth in the profession of public administration and the 
pervasive influence of the trained administrator upon the 


1 Indispensable for an understanding of the national defense and war effort 
are INDUSTRIAL MosiLizATION FoR War: History of the War Production 
Board and Predecessor Agencies, 1940-1945, Volume I, Program and Admin- 
istration (1947); THe Unirep States at War: Development and Admin- 
istration of the War Program by the Federal Government (1947). Executive 
action in the emergency period is examined in Koenig, THE PRESIDENCY AND 
THE Crisis: Powers of the Office from the Invasion of Poland to Pearl Har- 
bor (1944). Criticism of executive action in the period of “The War Before 
the War” will be found in Corwin, Tora, War AND THE ConstITUTION (1946), 
in which there is also a discussion of the structure and powers of the national 
government in wartime. A survey of the more important war statutes is con- 
tained in Turrentine and Thurman, Wartime Federal Legislation (1946) 34 
Cautr. L. Rev. 277. A lengthy compilation of the principal war statutes is 
contained in the report of the Attorney General which the President transmitted 
to Congress, H. Doc. 282, 79th Cong., Ist Sess. (September 6, 1945). At- 
tached to the President’s Proclamation of the cessation of hostilities of World 
War II, promulgated December 31, 1946, is appended a list of fifty-five wartime 
statutes affected by the proclamation. 

2 Kiyoshi Hirabayashi v. United States, 320 U. S. 81, 63 Sup. Ct. 1375, 87 
L. ed. 1774 (1943). 

8 Appropriation acts bore the burden of ratification. Illustrations will be 
found scattered throughout the text of the article. 
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organization and administrative techniques evolved for 
the conduct of the Second World War should be kept in 
mind.* 

By the time the system of wartime administration had 
matured, two fundamental problems connected with the 
subdelegation of administrative authority had emerged. 
Authority in the wartime executive structure was ex- 
tremely mobile; its exercise was highly institutionalized 
rather than personalized; and it was usually subdelegated 
in the same shapeless form in which it had been received 
from the legislature. One of the problems thus sprang 
from the need for clarifying principles regarding the 
locus of determinative administrative power and discre- 
tion, both as between agencies and within an agency. The 
other problem was concerned with systematizing the ex- 
ercise of administrative power, especially by subordinate 
officials. At the war’s end the two were still fundamental 
problems of wartime subdelegation of administrative au- 
thority. Neither statute nor judicial decision had con- 
tributed significantly to their solution. 


The President’s Power to Subdelegate 


Defense and wartime legislation vesting administrative 
authority in the President left him free to subdelegate 
that authority to others. Three types of provisions were 
employed by legislative draftsmen. The first did no more 
than delegate a naked administrative power to the Presi- 
dent and said nothing about its being subdelegated.° The 
fact that Congress did not refer expressly to the subdele- 
gation of a power it had vested in the President left the 
authority to subdelegate to be implied from the appli- 


4 INDUSTRIAL MosprmizATION FoR WAR and THE Unrrep States AT War, both 
op. cit. supra note 1. And see, too, the excellent article by O’Brian and Fleisch- 
mann, The War Production Board Administrative Policies and Procedures 
(1944) 13 Geo. Wash. L. Rev. 1. 

5 54 Stat. 676, (1940) Section 2 (a) (priority to Army and Navy contracts) ; 
54 Stat. 714 (1940) (power to prohibit or curtail the exportation of military 
equipment or munitions ) ; 54 Star. 1090 (1940) (power to requisition military 
equipment or munitions whose exportation had been denied), 
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cable statute.° Provisions of the second type gave the 
President the authority to arrange for the exercise of a 
particular power in any way he might see fit. The amend- 
ment of May 31, 1941, to the original grant of priority 
power to the President, which amendment provided for 
the allocation of material as well as for a broadened pri- 
ority power, stated that 


. The President may exercise any power, authority, or dis- 
cretion conferred on him by this section, through such depart- 
ment, agency, or officer of the Government as he may direct and 


in conformity with any rules and regulations which he may pre- 
scribe.’ 


This provision, enacted after considerable Congressional 
debate,” was repeated in Title III of the Second War 
Powers Act,° and Congress used similar language in vari- 
ous other statutes delegating administrative power to the 
President to enable him to act through an officer or agency 


® The priority power vested in the President by Section 2 (a) of the Act of 
June 28, 1940, was, in turn, subdelegated by him first to the Priorities Board 
and the Priorities Administrator of the Council of National Defense and sub- 
sequently to the Office of Production Management. (Ex. 0. 8572, 5 Fed. Reg. 
4199 (1940) ; Ex. 0. 8612, 5 Fed. Reg. 5143 (1940); Ex. 0. 8629, 6 Fed. Reg. 
191 (1941)). The power to administer export controls under Section 6 of the 
Act of July 2, 1940, was subdelegated to an Administrator of Export Control. 
(Military Order of July 2, 1940, 3 C. F. R., Cum. Supp., Ch. 5, p. 1306) The 
power to requisition prohibited exports was initially subdelegated by the Presi- 
dent to the Army and Navy Munitions Board and, in part, the Administrator 
of Export Control. (Ex. O. 8567, 5 Fed. Reg. 4121 (1940) ; subdelegated to the 
Economic Defense Board by Ex. O. 8900, 6 Fed. Reg. 4795 (1941)). A later ar- 
rangement redelegated the requisitioning authority conferred on the President 
by the Act of October 10, 1940, to the Office of Production Management. (Ex. 
O. 8942, 6 Fed. Reg. 5909 (1941) ). Eventually the power was given to the War 
Production Board. 

755 Srar. 236 (1941). 


8 See 87 Cong. Rec. 3804-3806 (May 8, 1941), 4149-4157 (May 16, 1941), 
4325 (May 22, 1941). A House amendment, which was subsequently stricken 
from the House bill, provided for a Director of Priorities, appointed by the 
President by and with the advice and consent of the Senate, through whom the 
President might exercise the authority conferred upon him. “The Director 
was to receive compensation at the rate of $12,000 per annum, and was author- 
ized to appoint and fix the compensation of such officers and employees as were 
necessary to carry out his powers under the bill. The Director was to exer- 
cise his powers with the assistance of industry committees, which he was di- 
rected to establish and utilize, and upon the basis of information furnished to 
him by such industry committees and upon the basis of such other information 
as he deemed pertinent. Such powers were to be exercised by the Director only 
after prior approval of such exercise by the Joint Army and Navy Munitions 
Board.” H. Rept. 603, 77th Cong., Ist Sess., (May 21, 1941). 


956 Stat. 177 (1942), 50 U. S. C. App., Supp. V, § 633 (1946). 
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of his own choosing.” Provisions in which Congress 
specified the department, agency, or officer through whom 
the President should exercise a particular power consti- 
tuted a third type.” Conspicuously absent in World War 
II legislation were provisions expressly authorizing the 
President to create a special agency for the exercise of 
power Congress vested in him. But the absence of such 
provisions had no restraining effect on executive practice. 
In World War II President Roosevelt consistently acted 
as if he had ample congressional sanction for the subdele- 
gation of his powers to administrative agencies of his own 
creation, even though statutory language plainly empow- 
ering the President to do so was non-existent.” 

Frequent attacks were made upon the validity of the 
subdelegation by the President of his powers of priority 
and allocation. Congress had made express provision for 
the exercise of these powers through agencies of the 


1055 Srat. 242 (1941), 50 U. S. C. App., Supp. V, § 1271 (1946) (requisi- 
tioning of foreign merchant vessels lying idle in waters within the jurisdiction 
of the United States). 55 Strat. 742 (1941), 50 U. S. C. App., Supp. V, § 721 
(1946) (requisition of military materials) ; 56 Srat. 765 (1942), 50 U. S. C. 
App., Supp. V. § 962 (1946) (price, wage, and salary stabilization). 

11 As originally enacted, section 9 of the Act of September 16, 1940, directed 
plant seizures to be done by “The President, through the head of the War or 
Navy Departments.” (54 Strat. 892 (1940), 50 U. S. C. App. § 309 (1940)). 
A 1943 amendment permitted the exercise of the seizure power “by the Presi- 
dent through such department or agency of the Government as he may desig- 
nate.” (57 Star. 164 (1940), 50 U. S. C. App., Supp. V, § 309 (1946) ). While 
the power to prohibit or curtail the exportation of military equipment or muni- 
tions was first left to the President with no provision for an agency to admin- 
ister it, subsequent legislation, accepting what the President had done, stated 
that “Unless the President shall otherwise direct, the functions and duties of 
the President under this section shall be performed by the Board of Economic 
Warfare.” (56 Stat. 463 (1942)). Later the Foreign Economic Administra- 
tion (Ex. O. 9380 8 Fed. Reg. 1308 (1943)) was substituted for the Board 
of Economic Warfare. (58 Stat. 671, 50 U. S. C. App., Supp. V, § 701 (1946) ). 
Although the Selective Training and Service Act of 1940 provided for the cre- 
ation of a Selective Service System and the appointment of a Director of Se- 
lective Service, responsible to the President and to whom it might be expected 
would be subdelegated the broad rule making powers vested in the President, 
originally the President was not expressly confined to subdelegating his statu- 
tory authority to this official. (54 Stat. 885, 893 (1940)). It was not until 
December, 1943, that Congress, dissatisfied with the inclusion of the Selective 
Service System in the War Manpower Commission (Ex. O. 9279 (1942)), ex- 
pressly stated that “The President is authorized to delegate to the Director of 
Selective Service only, any authority vested in him under this Act.” (57 Srar. 
596, 598, (1943) 50 U. S. C. App., Supp. V, §310 (b) (1946)). The Selective 
Service System was re-established as a separate agency by Ex. O. 9410, 8 Fed. 
Reg. 17319 (1943). 

12 See infra, pp. 330-3 where the question is discussed. 
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President’s own choosing “and in conformity with any 
rules and regulations which he may prescribe.” * Doubts 
appropriate in the absence of statutory authority to sub- 
delegate were given short shrift in view of a clear legis- 
lative intent to permit the practice.* The failure of Con- 
gress to make express provision for Presidential subdele- 
gation of administrative power would not have been an 
insuperable barrier. A number of opinions asserted very 
clearly that even without appropriate legislation the au- 
thority of the President to subdelegate the powers of pri- 
ority and allocation would have been implied on the 
ground of necessity.” All challenges directed to the con- 
stitutionality of legislation empowering the President to 
subdelegate his power of allocation were rejected.” 
Decisions on the question of legislative intent and on 
the constitutional issue only partially disposed of the 
problem. There still remained the further question of 
whether a particular subdelegation of authority by the 
President conformed to statutory limitations upon the 
process. Controversy centered about the significance of 
the phrase “under (or “in conformity with’) such rules 
and regulations as he may prescribe,” a phrase which 
usually qualified the President’s authority to act through 
any agency or officer he might designate to execute a par- 
ticular power in his behalf. The phrase occurred in Sec- 
tion 5 (b) of the amended Trading with the Enemy 
Act * and in Hartman v. Federal Reserve Bank of Phila- 
delphia™ the plaintiff relied upon it in his suit for in- 


13 Supra notes 7-10. 

14 Q’Brian and Fleischmann, op. cit. supra note 4, p. 16. 

15 Perkins v. Brown, 53 F. Supp. 176 (S. D. Ga. 1943); United States v. 
Randall, 50 F. Supp. 139 (E. D. N. Y. 1943), aff'd 140 F. (2d) 70 (C. C. A, 
2d, 1944) ; Henderson v. Bryan, 46 F. Supp. 682 (S. D. Calif. 1942). 

16 Gallagher’s Steak House v. Bowles, 142 F. (2d) 530 (C. C. A. 2d, 1944) 
cert. den. 322 U. S. 764, 64 Sup. Ct. 1288, 88 L. ed. 1591 (1944); O’Neal v. 
United States, 140 F. (2d) 908 (C. C. A. 6th, 1944), cert. den. 322 U. S. 729, 
64 Sup. Ct. 945, 88 L. ed. 1565 (1944); Henderson v. Smith-Douglass Co., 44 
F. Supp. 681 (E. D. Va. 1942); Perkins v. Brown, supra note 15. 

(1946) Strat. 411, 415 (1917) as amended, 50 U. S. C. App., Supp. V, §5 


1855 F. Supp. 801 (E. D. Pa. 1944). 
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junctive relief from the “freezing” of his bank account 
by the Secretary of the Treasury. Plaintiff contended 
that there had been an improper subdelegation of author- 
ity by the President, the fault being that the President 
had erred in subdelegating to the Secretary of the Treas- 
ury the power to determine who was a “national” of a 
foreign country. Plaintiff's contention was that this was 
a discretionary power lodged by the Act solely in the 
Chief Executive.” While the district court sustained the 
action of the Secretary of the Treasury, it did so on the 
ground that Congress, by statute and joint resolution, had 
twice retroactively approved and confirmed not only the 
Executive Order by which the President had subdelegated 
the authority in question but also the various regulations 
and rulings issued by the Secretary of the Treasury. The 
effect of Congressional ratification was to eliminate ‘“‘con- 
clusively ... all possible question of any improper dele- 
gation.” * 

The opinion in the Hartman case bears upon the per- 
missible scope of the power that may be subdelegated by 
the President; whether, in other words, the statute re- 
quired that the President first make use of his rule-mak- 
ing power and exercise the discretion lodged in him by 
sub-section 5 (b) (3) to determine who were foreign na- 
tionals before subdelegating the administration of the sec- 
tion to the Secretary of the Treasury.” The decision thus 


19 Subsection 5 (b) (3) of the amended Trading with the Enemy Act “con- 
ferred” upon the President “the power . . . to prescribe from time to time, 
definitions, not inconsistent with the purposes of this subdivision, for any or all 
of the terms used in this subdivision.” 

Ex. O. 8389, as amended, 5 Fed. Reg. 1400 (1940), set out in 12 U. S.C. A. 
§95 (a) note (1945), defined four groups of persons within the term “na- 


tional” and then went on to state: “. . . The Secretary of the Treasury shall 
have full power to determine that any person is or shall be deemed to be a 
‘national.’ . . . Without limitation of the foregoing, the term ‘national’ shall 
also include any other person who is determined by the Secretary of the Treas- 
ury to be, or to have been, since such effective date, acting or purporting to act 
directly or indirectly for the benefit or under the direction of a foreign country 
designated in this Order or national thereof, as herein defined.” 

20 Supra note 18 at p. 804. 

21 “As a matter of statutory interpretation it might have been argued that the 
provision authorizing the President to investigate, regulate and prohibit certain 
transactions ‘through any agency that he may designate,’ but ‘under such rules 
and regulations as he may prescribe, contemplated his personal action in the 
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raises an issue similar to that involved in the Chemical 
Foundation” case in the First World War, although 
there the issue became entangled in semantics so that 
whether authority to “act through” others meant that the 
President could “vest” his full and unexercised statutory 
discretion in a subordinate was never really answered. 

Presidential practice in subdelegating the powers of 
priority and allocations opened the way for further litiga- 
tion on the question. Legislation granting these powers to 
the President stated that they could be exercised “through 
such department, agency, or officer of the Government as 
he may direct and in conformity with any rules or regu- 
lations which he may prescribe.” * When he established 
the War Production Board, the President simply trans- 
ferred all of his power, authority, and discretion with re- 
gard to priorities and allocations of materials and facili- 
ties to the WPB Chairman.” Furthermore, the appli- 
cable Executive Orders contained a provision empower- 
ing the WPB Chairman to “exercise the powers, author- 
ity and discretion conferred upon him in such manner as 
he may determine.” When the Shreveport Engraving 
Company was convicted of violating various WPB con- 
servation orders and directives because it had used copper 
in excess of its allowable quota, one of the grounds of its 
appeal was 


. . that the directives are invalid because, without prescribing 
rules and regulations for their exercise, the President attempted 
to delegate to others the power conferred upon him. . . . The 
claim ... is that the President was appointed personally as agent 
to carry out the congressional will, and he has not done this, but 





making, though not in the administration, of the applicable rules of law. This 
construction is probably negatived by the Joint Resolution of May 7, 1940 [54 
Stat. 179 (1940)] which ratified the Executive Order with its provisions for 
sub-delegation, and also approved ‘the regulations and general rulings issued 
thereunder by the Secretary of the Treasury.’” Note (1941) 41 Col. L. Rev. 
1039, 1067, n. 199. 

22 United States v. Chemical Foundation, 272 U. S. 1, 47 Sup. Ct. 1, 71 L. ed. 
131 (1926). 

2355 Srat. 236 (1941); 56 Srat. 177 (1942), 50 U. S. C. App., Supp. V, 
§ 633 (1946). 

24 Ex, O. 9024, 7 Fed. Reg. 329 (1942); Ex. O. 9040, 7 Fed. Reg. 527 
(1942) ; Ex. O. 9125, 7 Fed. Reg. 2719 (1942). 
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has passed the agency on to others without complying with the 
provision of the Act authorizing him to do so, that is without 
prescribing governing rules and regulations.*® 
Diligent counsel could have buttressed the claim of in- 
validity with supporting illustrations of executive prac- 
tice prior to the establishment of the WPB. When the 
President subdelegated his priority power under section 
2 (a) of the Act of June 28, 1940,” to the Priorities Board 
and Priorities Administrator of the National Defense Ad- 
visory Commission he provided that they should grant 
priority to specified contracts and orders “under rules 
and regulations prescribed by the Board with the ap- 
proval of the President.” ** The priority rules and regu- 


lations issued by the Priorities Board on December 15, 
1940, bore the signature of the President as evidence of 
his approval.” And although the President later author- 
ized the Office of Production Management” unquali- 
fiedly to “determine when, to what extent, and in what 
manner priorities shall be accorded to deliveries of ma- 


25 Shreveport Engraving Co. v. United States, 143 F. (2d) 222, 224 (C. C. 
A. 5th, 1944), cert. den. 323 U. S. 749, 65 Sup. Ct. 82, 89 L. ed. 600 (1944), 
rehearing den, 323 U. S. 815, 65 Sup. Ct. 128, 89 L. ed. ‘648 (1944). 

( 54 Strat. 676 (1940), as amended, 50 U. S. C. App., Supp. V, § 1152 

1946). 

27 Ex. O. 8572, 5 Fed. Reg. 4199 (1940). Repeated in Ex. O. 8612, 5 Fed. 
Reg. 5143 (1940). 

28 Attachment to Memorandum No. 105, Donald M. Nelson, Administrator of 
Priorities, to the Priorities Board, January 2, 1941, file 141.31. Official records 
disclose that the condition of approval by the President was not an empty pro- 
cedural formality. When a Priorities Board was proposed to the President in 
October, 1940, it was expected that he would be an active personal participant 
in the establishment of governing priority policies. Donald M. Nelson, as Co- 
ordinator of National Defense Purchases had been directed to “investigate the 
necessity for and make recommendations to the President relative to the grant- 
ing of priority orders.’ INDUSTRIAL MOBILIZATION FOR WAR, op. cit. supra, 
note 1, at p. 28. Ina report to the President on October 15, 1940, Nelson com- 
municated the belief of the National Defense Advisory Commission “. . 
that the time has come for the establishment of a more detailed machinery 
within the Commission for the servicing of priority problems and for con- 
trolling activities among the various governmental agencies. For the pur- 
pose of advising with you and, under your direction, establishing principles of 
policy with reference to priorities, the Commission suggests that you duly vest 
in it the appropriate authority. . . . the Commission proposes, if you approve, 
to create a Priorities Board. .. . This Board would be authorized by the Com- 
mission to determine policies by which the Administrator (of Priorities) is to 
be guided. . . . In the event of any difficulty encountered in establishing or 
effectuating policy, reference would be made to you.” Memorandum, The Co- 
rag ig of National Defense Purchases to the President, October 15, 1940, 

e : 

29 Ex. O. 8629, 6 Fed. Reg. 191 (1941). 
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terial as provided in” section 2 (a) of the Act of June 28, 
1940, OPM Regulation No. 3, which defined the status 
of the Priorities Division, invested its Director with the 
President’s priority power, and generally prescribed his 
responsibilities and the manner in which the Director of 
Priorities should exercise the authority to assign prefer- 
ence ratings, was submitted to the President for his ap- 
proval.” OPM Regulation No. 3 was amended in Sep- 
tember to take account of the expanded powers of pri- 
ority and materials allocation granted the President by 
the act of May 31, 1941, and by him subdelegated to 
OPM,” and the amended Regulation No. 3 received the 
President’s approval on September 12, 1941. Up until 
the establishment of the WPB, therefore, the President in 
one form or another had personally participated in the 
formulation of regulations governing the exercise by sub- 
ordinate officials of the President’s powers of priority and 
allocation. 

Nevertheless, the Court unhesitatingly concluded that 
the claim of the Shreveport Engraving Company was not 
well taken, saying: 

So much has been written from the foundations of the govern- 
ment to the present that we need write little to show that the 
maxim “Delegata potestas non potest delegari” has never oper- 
ated, it does not now operate, to prevent a real coordination of 
the efforts of Congress and the Executive in making laws oper- 
able by having Congress fix standards, leaving to the Executive, 


as the agent of Congress, the determination and filling in of the 
details necessary for a workable scheme. .. . 


Nor need we cite authorities to support the view that Congress 
had, and in the War Powers Act exercised, full and complete 
authority to invoke the aid of the Presidential Office and to con- 


30 The Regulation was adopted by the OPM Council on March 7 and ap- 
proved by the President on March 8, 1941. It is reproduced in Priorities and 
Defense, A Handbook on the Priorities System (April 1941, G. P. O.). It 
was OPM’s General Counsel, John Lord O’Brian, who “recommended that the 
approval of the President be obtained in connection with Regulation No. 3, 
which concerned the Division of Priorities, in order to reaffirm the validity of 
the delegations of authority contained therein.” MINUTES oF THE COUNCIL OF 
THE OFFICE OF PropuCcTION MANAGEMENT. p. 8, (Historical Reports on War 
Administration, Documentary Publication No. 2, G. P. O., 1946). 

31 Ex. O. 8875, 6 Fed. Reg. 4483 (1941). 





SUBDELEGATION OF ADMINISTRATIVE AUTHORITY _ 3il 


fer authority upon it, under the conditions named in the Act, to 
make provision for the full and complete conservation of critical 
war materials, this provision to be made not by the President 
acting personally, but through those in the Presidential Office 
whom the President had clothed with the powers, and had 


charged with the duties Congress had entrusted to him for such 
discharge. .. . 


... On this record, we think it may not be doubted that the Con- 
gress intended to, and did, make a general delegation to the Of- 
fice of the President of the authority to allocate critical war 
materials, and that the President, in his executive orders vesting 
the powers and charging the duties thus entrusted to him in 
others and authorizing them to make provision for carrying 
them out, was carrying out the congressional mandate and com- 


plying with it... .*? 
Insofar as the opinion upholds the complete subdelega- 
tion of administrative power by the President by draw- 
ing upon the well established rule that Congress may en- 
act legislation whose effectiveness is dependent upon de- 
tailed executive regulation operating within the confines 
of a standard contained in the statute itself, the court is 
engaging in a non-sequitur. Insofar as the opinion asserts 
that there was a clear and unequivocally expressed legis- 
lative intent to permit the President to act through others 
in exercising the powers conferred upon him, it is, of 
course, on unassailable grounds. But the precise question 
before the court was whether the President could sub- 
delegate the same quantum of power, authority and dis- 
cretion that had been granted to him by Congress. The 
Company was not contending that the President had to 
act personally, that is, could not in any way subdelegate 
the power to allocate materials. It was contending that 
at the very least a certain residuum of personal action in 
the form of governing rules and regulations bearing his 
signed approval was required by the language of the ap- 
plicable statutes. The decision rejects this contention 
although the supporting opinion never gets around to 
discussing it, with the result that notwithstanding relevant 
statutory language the full scope of the President’s rule- 


32 Supra note 25, 143 F. (2d) at pp. 224-226. 
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making authority is regarded as included within his ex- 
press power to subdelegate. 

Looked at from the vantage point of eliciting some 
principles to control the distribution of administrative 
power within a complex bureaucratic structure, the sig- 
nificance of the decision in the Shreveport case lies in the 
fact that it permits discretionary authority to get below 
the level of the President without its being in any way 
refined in the process of devolution. Whatever consti- 
tutional tests the statute delegating allocation authority 
to the President may have survived as proof of the fact 
that no delegation of legislative power was involved, the 
statute nonetheless transferred a tremendous range of ad- 
ministrative discretion to the Chief Executive.” But that 
discretion left the President in precisely the same amor- 
phous form in which he had received it from Congress. 
Thus the Shreveport case points up the question: Where 
in the administrative hierarchy must there take place the 
initial and primary crystallization of administrative dis- 
cretion in the form of specific procedures and criteria for 
the guidance of the subordinate officials who are to act 
for the President? The ultimate justification of the deci- 
sion in the Shreveport case must be that no matter how 
broad and undefined the power and authority the Presi- 
dent subdelegates, the President always retains full and 
continuous administrative control over its exercise by the 
subordinate executive officials in whom the power is 
vested. Put another way, in time of war executive offic- 
ers exercise no administrative power, authority or dis- 
cretion which is not the President’s,* a concept that can 


83 Q’Brian and Fleischmann, supra note 4, especially pp. 8-13, 24-28. 

84 See Corwin, THE TwiLicHT oF THE SUPREME Court, (1934) pp. 128-130, 
and the authorities cited in footnote 7 of Part I of this article, 15 Geo. Wasn. 
L. Rev. 247, 249 (1947). Note the application of the concept in Ex. O. 9250, 
7 Fed. Reg. 7871 (1942), establishing the Office of Economic Stabilization. 
Title VI, Section 6 provided: “The Director, if he deems it necessary, may 
direct that any policy formulated under this Order shall be enforced by any 
other department or agency under any other power or authority which may be 
provided by any of the laws of the United States.” 
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claim endorsement by the Supreme Court in its opinion 
in the Myers case: 

. The highest and most important duties which his (the Presi- 
dent’s) subordinates perform are those in which they act for 
him. In such cases they are exercising not their own but his 
discretion. This field is a very large one. It is sometimes de- 
scribed as political... . Each head of a department is and must 
be the President’s alter ego in the matters of that department 
where the President is required by law to exercise authority. ... 

In all such cases, the discretion to be exercised is that of the 
President in determining the national public interest and in di- 
recting the action to be taken by his executive subordinates to 
protect it... .*° 

Recognition of the foregoing, however, is still far from 
acceptance of the notion that Congress may not attach 
procedural conditions to the power it delegates to the 
President.** The two concepts are separate and distin- 
guishable, and the error of the opinion in the Shreveport 
case is that it merged them. As authority moves down 
the ranks of officialdom, a process examined in a later 
section dealing with the vertical distribution of power, 
considerations come into play which justify calling a halt 
to unending transfers of undefined and uncrystallized dis- 
cretionary administrative power. To a limited extent, 
Congress endeavored to embody these considerations in 
wartime legislation. 

Ordinarily it was clear from the terms of a Presiden- 
tial redelegation of power what it was that was being 
passed down the administrative hierarchy and the author- 
ity of the official recipient of the power to act for the 
President. Not so, however, with respect to the powers 
of the National War Labor Board and the War Man- 
power Commission in their relation to the President’s 
power of seizure under section 9 of the Selective Train- 
ing and Service Act. Just what was the administrative 


35 Myers, Administratrix v. United States, 272 U. S. 52, 132, 134, 47 Sup. Ct. 
21, 71 L. ed. 160 (1926). 


36 See Kendall v. United States, 12 Pet. 524, 9 L. ed. 1181 (U. S. 1838); 
Toledo, Peoria and Western R. R. v. Stover, 60 F. Supp. 587 (S. D. Ill. 1945). 
387 54 Srat. 885, 892 (1940), 50 U. S. C. App. §§ 301, 305 (1940). 
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power subdelegated to these agencies by the President 
and how did its exercise affect action by the President 
personally? Efforts to secure judicial review of the “Di- 
rectives” of the NWLB were unsuccessful. In the lead- 
ing case, Employers Group of Motor Freight Carriers v. 
National War Labor Board, the District of Columbia 
Court of Appeals ruled that judicial review of NWLB 
orders was not authorized by either general equitable 
principles or by the War Labor Disputes Act. The court 
pointed out that the Board’s “Directives” were in fact 
not mandatory, that they imposed no sanctions, and that 
in essence the “Directives” did not differ from the judi- 
cially non-reviewable orders issued by the Railroad La- 
bor Board under the Transportation Act of 1920.° But 
the primary argument of the Motor Freight Carriers, 
who were protesting a wage increase order of the Board’s 
Trucking Commission, was addressed to the interrelation 
of the Board’s orders to the President’s power of seizure, 
and it stressed the fact that failure on the part of the 
Freight Carriers to comply with the Board’s order would 
be brought to the attention of the President, who would 
thereupon probably take possession of their plant and fa- 
cilities. The court responded to this argument by saying: 
. . . We have no occasion to decide whether in our opinion this 
is true. In some instances concerns which had failed to comply 
with Board orders have ultimately been taken over by Presiden- 
tial orders. In other instances concerns which had not been the 
subject of any Board order have been taken over by Presidential 
orders. If it be true... that the President may ultimately take 
possession of their plants and facilities, that possibility is irrele- 
vant not only because it is speculative but also because it is inde- 
pendent of the Board’s order. Neither the broad constitutional 
power nor the broad statutory power of the President to take 
and use property in furtherance of the war effort depends upon 


any action of the War Labor Board. Any action of the Board 
would be informatory and “at most advisory.” Appellants’ de- 


8879 App. D. C. 105, 143 F. (2d) 145 (1944), cert. den. 323 U. S. 735, 65 
Sup. Ct. 72, 89 L. ed. 587. (1944). 

8941 Srat. 456 (1920). Pennsylvania Railroad System and Allied Lines 
Federation No. 90 v. Pennsylvania Railroad Co., 267 U. S. 203, 45 Sup. Ct. 
307, 69 L. ed. 574 (1925); Pennsylvania Railroad v. United States Railroad 
Labor Board, 261 U. S. 72, 43 Sup. Ct. 278, 67 L. ed. 536 (1922). 
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mand that we annul and enjoin the Board’s order therefore 
amounts to a demand that we prevent the Board from giving the 
President advice which the appellants contend would be erron- 
eous. A court might as well be asked to prevent the Secretary 
of State or the Attorney General from giving alleged erroneous 
advice. The correctness of administrative advice cannot be re- 
viewed by the courts. They have neither the necessary authority 
nor the necessary qualifications for such work.*° 


Since the NWLB reports to the President of non-com- 
pliance with its orders had only an advisory status, an 
actual report of non-compliance, as distinguished from 
the threat of such a report to the President, was an im- 
material difference and would not make the Board’s order 
judicially reviewable." Reports to the Director of Eco- 
nomic Stabilization were put on the same footing as those 
to the President. Directives of the WMC were also 
regarded by the courts as unenforceable commands and 
were placed in the same category as NWLB orders.” 

The decisions thus held that the President had not sub- 
delegated any of his power to seize plants and facilities 
either to the NWLB or the WMC. More than this, 
however, the discretion to seize, which the statute lodged 
in the President, was unaffected by the findings and orders 
of either the NWLB or the WMC. ‘These agencies 
were considered by the courts to be no more than subordi- 
nate and advisory fact-finding bodies upon whom the 
President might rely to whatever extent he thought neces- 
sary when he engaged in the investigatory process in- 
tended to yield the factual determinations required as a 
prelude to plant seizure.** Such reasoning made the va- 

4079 App. D. C. at 111. 

41 National War Labor Board v. United States Gypsum Co., 79 App. D. C. 


239, 145 F. (2d) 97 (1944), cert. den. 324 U. S. 856, 65 Sup. Ct. 857, 89 L. ed. 
yen (1945), rehearing den. 324 U. S. 890, & Sup. Ct. 1011, 89 L. ed. 1437 
(1945). 


42 National War Labor Board v. Montgomery Ward and Co., 79 App. D. C. 
200, 144 F. (2d) 528 (1944), cert. den. 323 U. S. 774, 65 Sup. Ct. 134, 89 L, ed. 
819 (1944). 

48 England v. Divine, 59 F. Supp. 379 (Mass. 1945). 

44 As amended by the War Labor Disputes Act, Section 9 of the Selective 
Training and Service Act of 1940 authorized the President to take possession 
of “any plant, mine, or facility equipped for the manufacture, production, or 
mining of any articles or materials which may be required for the war effort 
or which may be useful in connection therewith. . . . whenever the President 

F 
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lidity of a Presidential order directing the seizure of a 
plant independent of the validity of a Board order, even 
though the former may in fact have been based upon the 
latter. It was precisely the contrary contention that was 
advanced by the plaintiff in Ken-Rad Tube and Lamp 
Corporation v. Badeau.“” The company sought to enjoin 
the seizure of its properties on the ground of the invalid- 
ity of the President’s seizure order, alleging it was “based 
primarily” upon an NWLB report concerning the 
plaintiff's failure to comply with a Board order which, 
the company charged, was invalid. The court, however, 
refused to consider the question of the validity of the 
Board’s order on the ground that the Board was not the 
exclusive repository of the President’s investigatory pow- 
ers under the applicable statute. 
. .. He was not bound by the findings of the War Labor Board. 
Even though they might have been based upon erroneous pro- 
cedure or wrongful construction of facts, the President may 
have had other facts on which he determined his course. It is 
certain that there is ample evidence in the record that there was 
a threatened strike and a serious threat to production by reason 
of that fact, but even had the record not contained this, it is my 
judgment that section 9 does not confine the President to any 
one field of information but that he may make his own independ- 
ent investigation and, subject to the determination by the courts 
that his action was not arbitrary, may act to prevent a cessation 


of operations of any plant or business or other agency which 
might be utilized to contribute to the war effort.*® 


Quite independently of any principles relating to the 
subdelegation of administrative authority, the same re- 
sult is achieved by the refusal of the judiciary to go be- 
hind executive determinations of fact and review the dis- 
cretion reposed in the executive preliminary to the exer- 


finds, after investigation, and proclaims that there is an interruption of the oper- 
ation of such plant, mine, or facility as a result of a strike or other labor dis- 
turbance, that the war effort will be unduly impeded or delayed by such inter- 
ruption, and that the exercise of such power and authority is necessary to in- 
sure the operation of such plant, mine, or facility in the interest of the war 
effort.” 54 Star. 885, 892 (1940) as amended, 57 Star. 164 (1943), 50 U. S. C. 
App., Supp. V, § 309 (1946). 

4555 F. Supp. 193 (W. D. Ky. 1944). 

46 Id. at 197. 
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cise of a lawful power.** But when the courts have taken 
this stand it has been the personal exercise of discretion- 
ary power possessed by an executive officer that they have 
been asked to scrutinize. As a practical matter there is 
quite a difference between such a situation and one in 
which the executive formally “organizes” the discretion 
vested in him, that is, through the medium of a specially 
created agency standing apart from the entity that is his 
office gives definite shape and content to the administra- 
tive processes for its exercise. For all practical purposes 
the President’s subordinates in the latter situation appear 
to be clothed with the sum of his discretion, and it can- 
not be gainsaid that in fact they exercise and are intended 
to exercise “governing capacity.” “ Still, the courts re- 
fused to recognize the WLB or the WMC as having 
any coercive legal power and actually their respective 
executive orders never pretended to delegate any to 
them.” So long as the courts regarded the President as 
not having subdelegated any of his statutory authority to 


the WLB or the WMC, so long, in other words, as 
the courts incorporated the activities of these two agen- . 
cies into the realm of Presidential discretion, what seemed 
empirically to be systematized administrative procedure 
for the exercise of a legislatively delegated power was 
only an illusion. 


Form and Precision of the Subdelegation 


In World War II, as in World War I, the courts were 
lenient about a lack of precision in the language of the 


47 United States v. one. ‘+ F. (2d) 70 (C. C. A. 2d, 1944), aff’g 50 F. 
Supp. 139 (E. D. N. 943) ; In re Spier Aircraft Corporation, 137 F. (2d) 
7% (C. CLA. Sd, 1943), pe den. 321 U. S. 770, 64 Sup. Ct. 528, 88 L. ed. 1065 
(1944); Inre Mississippi Valley Iron Co., 58 F. Supp. 222 (E. D. Mo. 1944); 
In re Inland Waterways, Inc., 49 F. Supp. 675 (Minn. 1943); Alpirn v. Huff- 
man, 49 F. Supp. 337 and cases cited therein (Neb. 1943). Cf. United States v. 
Montgomery Ward and Company, 58 F. Supp. 408 (N. D. Ill. 1945), rev’d 150 F. 
(2d) 369 (C. C. A. 7th, 1945), cert. den. 324 U. S. 858, 65 Sup. Ct. 862, 89 L. 
ed. 1416 (1945), rehearing den. 324 U. S. 888, 65 Sup. Ct. 867, 89 L. ed. 1436 
(1945) ; Ken-Rad Tube and Lamp Corporation v. Badeau, supra note 45. 

48 Corwin, op. cit. supra note 1, at pp. 54-55. 

49 Ex, O. 9017, 7 Fed. Reg. 237 (1942) ; ‘Ex. O. 9139, 7 Fed. Reg. 2919 
(1942). And see note 80, infra, dealing with the authority of the Office of Pe- 
troleum Coordinator for National Defense. 
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written instruments by which the President subdelegated 
his authority. In the First World War the Supreme 
Court had sustained Executive Orders of rather indefinite 
phraseology as regards the scope and official recipient of 
the power subdelegated by the President. But in those 
instances in which Presidential action had been chal- 
lenged on the ground of a fatal imprecision or ambiguity 
in the terms of the Executive Order, the Order had at 
least contained an express reference to the statutes upon 
which the action of the President was based. Whether 
such a reference was a required minimum in an Execu- 
tive Order, when the President was acting pursuant to 
authority conferred upon him by statute, was a question 
that was not litigated until President Roosevelt seized 
the Toledo, Peoria, and Western Railroad on March 21, 
1942.° ‘The Executive Order directing the head of the 
Office of Defense Transportation to take possession of the 
property contained no reference to any of the statutes 
under which the President had acted, nor did it state in 
so many words that a subdelegation of the President’s 
powers under a statute authorizing the seizure—but 
through a different official—was being made to the Direc- 
tor of the ODT. The omissions were not regarded by 
the court as a fatal infirmity and in support of its posi- 
tion the court reasoned as follows from the precedents 
established in World War I: 


. . . It was not necessary that any precise form be employed for 
meticulous precision was not required. Russell Motor Car Com- 
pany v. United States, 261 U. S. 514, 43 S. Ct. 428, 67 L. Ed. 
778; United States v. Chemical Foundation, 272 U. S. 1, 47 S. 
Ct. 1, 71 L. Ed. 131. The order was sufficient in substance to 
clearly indicate the intention of the President to exercise his 
war-time power of seizing a transportation system as an emer- 
gency matter, and delegating or transferring the power from the 
Secretary of War to the Director of Defense Transportation. It 
is not necessary in Executive Orders that the President iden- 
tically refer to a statutory provision under which he exercises a 
power. It is sufficient, if he actually has such power, and exer- 


1945) Peoria and Western R. R. v. Stover, 60 F. Supp. 587 (S. D. II. 





SUBDELEGATION OF ADMINISTRATIVE AUTHORITY — 319 


cises it according to some existing statute. United States v. Mac- 
Daniel, 7 Pet. 1, 32 U. S. 1, 8 L. Ed. 587. 


To maintain the contrary it would be necessary that we hold 
that the President, in the exercise of the emergency powers 
granted to him in war-time, should be so enmeshed in red tape 
and technicality that a complete study of all available legislation 
would have to be studied and coordinated before the President 
could act. It is not upon such that war-time emergencies are 
met. It is upon prompt and efficient action that the situation 
must be handled. And so long as the President has the power 
and exercises that power substantially in accordance with the 
statute, we cannot say that the President did not act in accord- 
ance with the power conferred upon him... .*? 


Actually no greater burden is imposed upon the Presi- 
dent by the signing of an Executive Order that recites the 
legislative foundations of his power to act under the cir- 
cumstances than is imposed by his signing one that omits 
all references to the applicable statutes. It is only the 
signing and not the drafting that is characteristically per- 
sonal action by the President. A sizeable retinue of ad- 
ministrative and legal assistants are ceaselessly at work 
for the President, so that the task of finding the relevant 
legislation is not the time-consuming process the opinion 
of the court infers. And the vision of all war business 
having to come to a halt while the statute books are 
scoured in a desperate search for authority to act is more 
mirage than reality. Here again one must distinguish 
between what is done by the President personally and 
what is done by personal assistants for the signature of 
the President. Those who draft Executive Orders for 
the signature of the President are quite apt to have the 
relevant statutes at their fingertips and very probably it 
was only laxity on their part that accounts for the omis- 
sion of the formal recitation of statutory authority to act. 

Yet the fact is that it 7s only a formality that is involved, 
and as between protecting the important war interests 
that may be at stake and sacrificing those interests because 
of a formal defect on the face of a Presidential order em- 





51 Jd. at 595-596. 
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phasis upon the former is certainly the correct choice. 
Nevertheless, it should be recognized that the choice 
made in the instant case, highlighted by the reasoning of 
the opinion, both approves and encourages a tendency on 
the part of the administrator to take action first and risk 
the chance of discovering validating legislation later. The 
tendency is in keeping with a conception of executive 
power that visualizes it as “prepared at all times for in- 
stant action” and possessing therefore “a special adapta- 
bility to unusual and peculiarly dangerous situations, of 
which war, or threat of war, has in the past furnished the 
supreme exemplification.” ” 

What has so far been said has been concerned with 
Presidential action only. But the experience of World 
War II showed that the problem has a wider embrace. 
Hence the question: Should the application of the fore- 
going conception of executive power be confined to acts 
of the President or should it be stretched to include the 
myriad orders of the galaxy of subordinate officials who 
exercise his powers in wartime? Three instances that 
came before the courts will illustrate. Brown v. Bern- 
stein™ held that when the Chairman of the WPB issued 
a directive vesting power he had received from the Presi- 
dent in the Office of Price Administration, that directive 
need not recite the gamut of statutes and executive orders 
permitting the OPA to act. It was enough if out of a 
variety of enabling statutes and orders permitting what 
the OPA did the directive of the WPB Chairman ex- 
pressly referred to one. In I/linois Packing Co. v. 
Bowles ™ the question was whether a protested amend- 
ment to a meat subsidy payment order was a regulation 
issued by the Price Administrator or by the Defense Sup- 
plies Corporation. What gave rise to the question was 
the doubt about the statutory source of the amendment to 
the subsidy order, that is, whether it was based on sec- 

52 Corwin, op. cit. supra note 34, at p. 133. 


53 49 F. Supp. 728 (M. D. Pa. 1943). 
54147 F. (2d) 554 (Em. App. 1945). 





SUBDELEGATION OF ADMINISTRATIVE AUTHORITY © 321 


tion 2 (e) of the Emergency Price Control Act or on the 
Stabilization Act of 1942. The confusion had its source 
in the governing directive of the Office of Economic Sta- 
bilization regarding meat subsidy payments. Quoting 
from the opinion of the Emergency Court of Appeals: 

It is true that this directive does not recite as one of the 
sources of its authority §2 (e) of the Emergency Price Con- 
trol Act, but states that it is issued “pursuant to the authority 
vested in me by the Act of October 2, 1942” and by Executive 
Order No. 9250. But this is not significant. Executive Order 
No. 9250 establishing the office of Economic Stabilization was 
issued pursuant to authority conferred upon the President in the 
Act of October 2, 1942 and .. . that order authorized the Direc- 
tor of Economic Stabilization to issue directives to various other 
agencies of the government having authority to subsidize. Con- 
gress had already conferred such authority, in §2 (e) of the 
Emergency Price Control Act; and paragraph 2 of title V of 
said Executive Order 9250 . . . has obvious reference, among 
other things, to said § 2 (e).** 

The confusion engendered by the administrative pro- 
cedure in the I/linois Packing case illustrates the hard- 
ship that may be inflicted on parties who are confined to 
a specified remedy for the protection of their rights. 
Complainant had instituted a prior suit in the District 
Court to set aside the amendment to the subsidy order, 
only to be told that the amendment had been issued under 
section 2 of the Emergency Price Control Act and there- 
fore exclusive jurisdiction to pass upon its validity rested 
with the Emergency Court of Appeals. Thus the im- 
plied holding in the I/linois Packing case is that a direc- 
tive issued by a subordinate administrative officer that is 
not absolutely clear on its face is interpreted by those who 
are affected at their peril. The reasoning of the opinion 
amounted to just about this: (1) The OES directive 
recited that it was being issued pursuant to the Stabiliza- 
tion Act of 1942; (2) but that Act delegated no inde- 
pendent power to the OES to establish a subsidy pro- 
gram; (3) however, since the directive also referred to 
a parent Executive Order, the directive must be read as 


55 Td. at 557, 
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incorporating by reference the contents of Executive 
Order 9250 wherein the jurisdiction of the OES is de- 
fined; (4) the terms of the Executive Order incorporated 
by reference into the OES directive refer to the control 
of already existing authority to make subsidy payments 
and therefore, by necessary implication, to section 2 (e) 
of the Emergency Price Control Act; (5) consequently 
the protested amendment had its source in section 2 (e) 
of the Emergency Price Control Act rather than in the 
Stabilization Act of 1942. 

The third and final illustration is supplied by the facts 
of the controversy in Von Knorr v. Griswold. Von 
Knorr, a naturalized citizen, had been dismissed by the 
Cities Service Oil Co. at Boston, Massachusetts, follow- 
ing the receipt of an order of Major General Sherman 
Miles, Commanding General, First Service Command, 
directing the removal of Von Knorr from all work con- 
nected with War and Navy Department contracts. Reg- 
ulations for the removal of subversives from Army and 
Navy defense procurement projects had been issued by 
the Secretaries of War and the Navy pursuant to author- 
ity granted them by Executive Order 8972.” Von Knorr 
had appealed his dismissal to the District Court. At the 
threshhold of the controversy lay the issue of the juris- 
diction of the court to pass upon Von Knorr’s dismissal. 
The District Court took jurisdiction on the ground that 
the order of Major General Miles fell within the scope 
of the enforcement provisions of the Act of March 21, 
1942. But, as the First Circuit Court of Appeals pointed 
out, the Act of March 21 had been enacted to ratify, con- 
firm and enforce Executive Order 9066,” which “had to 
do with the setting up of military areas or zones, the ex- 


56 156 F. (2d) 287 (C. C. A. Ist, 1946), rev’g 60 F. Supp. 962 (Mass. 1945). 

576 Fed. Reg. 6420 (1941). In this Executive Order the President author- 
ized the Secretaries of War and the Navy to take “appropriate measures” to 
protect national defense material, premises, and utilities from injury or destruc- 
tion. 

58 56 Stat. 173 (1942), 18 U. S. C. Supp. V, § 97 (a) (1946). 

597 Fed. Reg. 1407 (1942). See Hirabayashi v. United States, supra note 2. 
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clusion of suspected persons or groups of persons there- 
from, and restrictions of movement within such areas (by 
curfew orders, for example).” ® Admittedly the Secretary 
of War could have invoked either Executive Order 8972 
or Executive Order 9066 as a basis for the removal order. 
The contents of the order directing the removal of Von 
Knorr showed clearly that a choice of Executive Order 
8972 had been made. On the assumption that the order 
of Major General Miles was in legal effect an order of 
the Secretary of War, a question discussed elsewhere,” 
could the act of the War Department nevertheless be re- 
garded as also falling within Executive Order 9066? In 
holding that it could not, the opinion of the Circuit Court 
asserted : 
. it [the order of Major General Miles] was still not an 
order issued under authority of Executive Order No. 9066, and 
did not relate to a military area or military zone as such, nor to 
exclusion therefrom, nor to restriction of movement therein— 
the type of order to which the sanctions of the Act of March 21, 


1942, were intended to apply. 
If the interpretation advanced by the district court were to be 


accepted, it would follow that any kind of order issued by any 
member of the military establishment under delegated authority 
from the Secretary of War would be disobeyed upon pain of fine 
or imprisonment under the Act of March 21, 1942, if the act of 
disobedience happened to occur at a place included within a 
prescribed military area. Such interpretation would expand the 
application of the Act far beyond its intended scope. 


The facts of neither the Bernstein nor the I/linois 
Packing cases permitted the courts to establish a rule that 
an erroneous recitation of the statutory foundation for an 
order would make the order void. The Von Knorr deci- 
sion comes close to holding that the administrator is con- 
strained by the statute which he selects as the foundation 
for an order, but it does not lay down any general rule to 
this effect. Von Knorr v. Griswold is essentially an ex- 
ercise in statutory construction and it is concerned pri- 
marily with the jurisdiction of a court to review a dis- 

60 156 F. (2d) at 292. 


61 Infra. Later section on “Vertical Distribution of Power.” 
62156 F. (2d) at 292. 
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puted administrative order. It points the way, however, 
to a salutary rule, one that would compel the subordinate 
official to choose carefully and at his peril the statute or 
statutes he intends to rely on for a particular exercise of 
power. Subordinate officials should not be invested with 
the status of the President even though it is his powers 
that they may be executing. This is to say no more than 
that they have a much more limited discretion and that, 
unlike the President, they should not be able to cull from 
among the universe of war-time powers intrusted to the 
care of the executive branch when a particular adminis- 
trative action of theirs is challenged. A Presidential 
order need not contain any reference to its statutory foun- 
dation. But the orders of lesser administrative officers 
should include such a recital and it should fix the per- 
missible scope of their official action. 

Executive Orders were the usual form by which the 
President subdelegated his administrative authority, but 
he at times employed other forms for this purpose. The 


reference here is to the use of the Military Order and the 
Presidential Letter of Instruction.” They were at times 
employed by President Roosevelt under conditions that 
endowed them with a significance that merits attention. 

The power of President Roosevelt to prohibit or cur- 
tail the exportation of military equipment or munitions, 
by section 6 of the Act of July 2, 1940, was subdelegated 


63“The President may issue orders in any one of three roles: as the civil 
Executive carrying out specific authorizations of the Congress; as the admin- 
istrative head of the Executive branch of the government; or, as Commander- 
in- Chief of the Army and Navy. These different types of Presidential Orders 
today are known as ‘Executive,’ ‘Administrative,’ and ‘Military’ Orders, respec- 
tively. However, prior to the Roosevelt administrations no distinction was made 
between the first two, and many ‘Executive’ orders of earlier date have been of 
an administrative nature. He may also issue ‘Presidential Regulations.’ These 
are Executive Orders, but were not so headed through the inadvertence of the 
person who drafted the Order, or of the Bureau of the Budget and the Depart- 
ment of Justice which today must pass on every Order prior to its submittal to 
the President. 


x* * *£ * & *€ 


“The President also very frequently sends letters or memoranda to his sub- 
ordinates, directing them to do some particular thing, or clothing them with 
some particular power. These technically may be called ‘Presidential Letters.’ 
. .. PRESIDENTIAL Executive Orpers (1944), Vol. I, p. vi. 
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by him to an Administrator of Export Control. But at 
the time this was done the President stated that he con- 
ceived the execution of the foregoing section to be “essen- 
tially a military function.” By virtue of this conception 
the subdelegation of authority was effected through a 
Military Order and the duties of the Administrator of 
Export Control were to be performed “under the direc- 
tion and supervision of the President as Commander-in- 
Chief of the Army and Navy of the United States.” “ 
Furthermore, when in October, 1940, President Roose- 
velt was empowered to requisition articles whose exporta- 
tion had been denied under section 6 of the Act of July 
6, 1940, he subdelegated this authority to the Secretaries 
of War and the Navy “acting jointly through the Army 
and Navy Munitions Board.” ® While this was done 
through an Executive Order, the Board, since July 1, 
1939, had, by Military Order of the President, been made 
directly responsible to him as Commander-in-Chief.” 
The significance of the foregoing actions lies in their 
indication of the basi¢ alternatives then still before the 
President as regards the establishment of an administra- 
tive organization for the conduct of the war, and in their 
suggestion of Presidential indecision at the time as to what 
was the best alternative. The President had before him 
the possibility of utilizing either the Army and Navy 
Munitions Board, or the National Defense Advisory 
Commission, or the Office for Emergency Management. 
The 1939 revision of the Industrial Mobilization Plan 
provided that “the Army and Navy Munitions Board 
should assume the responsibility for guidance during the 
transition period (from a peace to a war economy).”” 
The establishment of the National Defense Advisory 


64 Military Order of July 2, 1940, 3 C. F. R., Cum. Supp., ch. 5, p. 1306. 
65 Ex. O. 8567, 5 Fed. Reg. 4121 (October 15, 1940). 
66 Military Order of July 5, 1939, 3 C. F. R., Cum. Supp., ch. 5, p. 1306. 


87 Industrial Mobilization Plan, Revision of 1939, S. Doc. 134, 77th Cong., 2d 
Sess., p. 6 (October 24, 1939). f 
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Commission ® can be interpreted as a rejection of the fur- 
ther recommendation of the Industrial Mobilization Plan 
for the creation of a War Resources Administration as 
“the key superagency for wartime industrial coordina- 
tion.” But the National Defense Advisory Commission 
was not an executive agency, either in structure or con- 
cept, though this did not prevent the lodgment of bits of 
executive power in it from time to time by the Congress 
directly as well as by the President subdelegating author- 
ity vested in him. Undoubtedly some of these powers, 
priorities, for example, were those contemplated by the 
Industrial Mobilization Plan for the War Resources Ad- 
ministration. There remained, in addition to the two 
foregoing agencies, the Office for Emergency Manage- 
ment established by Administrative Order of the Presi- 
dent on May 25, 1940. The Office for Emergency Man- 
agement had its source in an Executive Order of the pre- 
ceding year providing that the President might establish 
in his immediate Executive Office “in the event of a na- 
tional emergency, or threat of a national emergency, such 
office for emergency management as... (he) .. . shall 
determine.” In 1940, however, the Office for Emer- 
gency Management had only vague and insubstantial li- 
aison and information clearance duties. 

An executive agency in which would be centered the 
primary authority and powers for the mobilization of the 
economy had yet to be established by the President. Defi- 
nite answers to questions of structure, location, and duties 
had first to be made. They came January 7, 1941, when 
the President made the double decision to revise the pow- 
ers of the OEM, establishing it as the parent agency 


68 Section 2, Act of August 29, 1916, 39 Star. 649, 50 U. S. C. §2 (1940); 
Nominations to Advisory Commission, 5 Fed. Reg. 2381, June 24, 1940; Rules 
and Regulations of the Council Applicable to the Advisory Commission, 5 Fed. 
Reg. 2114, May 29, 1940. See InpustrtAL MosinizaATION FoR WAR, op. cit. 
supra note 1, at pp. 18-38. 

69 Supra note 67. 

705 Fed. Reg. 2109 (1940). 

71 Ex. O. 8248, 4 Fed. Reg. 3864 (September 8, 1939). See the later section 
dealing with Presidential Control of the Hierarchy. 





SUBDELEGATION OF ADMINISTRATIVE AUTHORITY — 327 


through which he would coordinate, supervise and direct 
national defense activities,” and to create within it an 
Office of Production Management in order to “increase 
production for the national defense through mobilization 
of material resources and the industrial facilities of the 
Nation.” * 

The employment of the Military Order appeared to 
follow some principle, the President then professedly act- 
ing as Commander-in-Chief and directing military per- 
sonnel in the performance of what he determined to be 
military duties. But the ascertainment of a principle 
governing the use by the President of the letter of instruc- 
tion is more difficult, as a consideration of some of the in- 
stances in which the letter of instruction was employed 
by the President will demonstrate.“ The position of Pe- 
troleum Coordinator for National Defense was created 
by the President, in a letter of May 28, 1941, to the Secre- 
tary of the Interior. So, too, was the position of Solid 
Fuels Coordinator of National Defense on November 5, 
1941. It was also by letter, that the President, on Decem- 
ber 18, 1941, instructed the Director of the Office of 
Government Reports to “act as Coordinator of Govern- 
ment Films for the duration of the war.” In May, 1941, 
the concern of the President over the claim of defense in- 
dustries that they were unable to get enough skilled work- 
ers or supervisors for second and third shift operations 
led him to request that the Office of Production Manage- 
ment “arrange for the Labor Division to undertake full 
responsibility for getting the necessary workers into the 
plants of these industries.” * Just prior to the establish- 
ment of the Committee on Fair Employment Practice ” 
the President, by letter addressed to the Director General 


72 Administrative Order, 6 Fed. Reg. 192 (January 7, 1941). 
73 Ex. O. 8629, 6 Fed. Reg. 191 (January 7, 1941). 
74 A collection of these letters will be found in 3 C. F. R., Cum. Supp. ch. IX 


and 3 C. F. R., 1943 Supp., ch. VII to ch. XI. Unless otherwise indicated, the 
illustrations are drawn from these sources. 


7 Letter, May 28, 1941. 
76 Ex. O. 8802, 6 Fed. Reg. 3109 (June 25, 1941). 
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and Associate Director General of the Office of Produc- 
tion Management, affirmed the action they had taken in 
urging defense contractors to utilize available and compe- 
tent Negro workers and concluded by stating that he ex- 
pected “the Office of Production Management to take 
immediate steps to facilitate the full utilization of our 
productive manpower.” When the Comptroller Gen- 
eral ruled that Executive Order 9346,” requiring the 
insertion in all government contracts of a non-discrimina- 
tion provision, was directive only, the President wrote to 
the Attorney General to make it perfectly clear that the 
provision was mandatory. Finally there is the widely 
publicized letter of the President of August 20, 1942, to 
the heads of all government agencies requesting them to 
refrain from publicly airing their differences of opinion 
on controverted questions of governmental policy. 
These illustrative instances of the scope of the Presi- 
dential letter of instruction, together with its informality, 
emphasize the dominion of the President over adminis- 
tration in wartime. But they leave unsettled the prob- 
lem of the appropriateness of the letter of instruction as a 
form of administrative control. What, for example, 
should govern the choice of the letter of instruction as 
opposed to the Executive Order? Unquestionably tacti- 
cal considerations enter into the choice as there are certain 
burdensome formalities of clearance and review that at- 
tend the use of the Executive Order but not the Presi- 
dent’s letter of instruction.” But aside from motivations 
of this sort, is there anything in the nature of principle to 
guide in the selection of the forms of control? Why 
should not the establishment of the Offices of Petroleum 
Coordinator and Solid Fuels Coordinator for National 


77 Letter, June 12, 1941. Following the creation of the War Manpower Com- 
mission the President, on July 30, 1942, wrote to its Chairman that the Com- 
mittee was being transferred from the War Production Board to the Commis- 
sion. 

788 Fed. Reg. 7183 (May 27, 1943). 

79 Wilkie, Legal Basis for Increased Activities of the Federal Budget Bureau 
(1943) 11 Geo. Was. L. Rev. 265. 
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Defense have been by Executive Order, something which 
was done eventually? The letter of instruction is no less 
binding on the administrative subordinates of the Presi- 
dent than the more formal Executive Order. Upon the 
basis of the President’s letter instructing the OPM to 
assume full responsibility for labor supply, its Labor Di- 
vision established an Interdepartmental Labor Supply 
Committee to coordinate the operations of the various 
Federal agencies with responsibilities in this field. More- 
over, it is also subject, like the Executive Order, to then 
existing limitations upon the authority of the President. 
Could the OPM, in other words, on the basis of the in- 
struction to it “to undertake full responsibility for getting 
the necessary workers into the plants of these industries,” 
have essayed to incorporate within its organization the 
other Federal agencies in the field of labor supply and to 
have issued substantive policies with respect to the con- 
trol of hiring, plant ceilings, and the other manpower 
control devices eventually adopted by the War Man- 
power Commission? Compare, too, the substantive pow- 
ers contained in the President’s letter establishing the Pe- 
troleum Coordinator for National Defense with those set 
forth in Executive Order 9276, providing for the Petro- 
leum Administration for War.” 

Ostensibly all the President was doing in his letter to 
the Secretary of the Interior was providing some needed 
and desired coordination of existing Federal authority 
over oil and gas in the interests of national defense. In 
this, and perhaps more completely in the two letters to 
the OPM concerning the elimination of discrimination in 
employment by defense contractors and the assumption 
of full responsibility for labor supply, there is an indica- 


807 Fed. Reg. 10091 (December 2, 1942). The latter subdelegates author- 
ity conferred upon the President by Title III of the Second War Powers Act, 
while the former, issued May 28, 1941, confers no such substantive powers upon 
the Petroleum Coordinator, as they were yet to be enacted, and provides only 
for control by recommendation. See, for example, Recommendations 1 to 10 
of the Petroleum Coordinator for National Defense, 6 Fed. Reg. 5013-5018 
(October 2, 1941), and the informative comment in A History of the Petrol- 
eum Administration for War, 1941-45 (1946) pp. 14-15, 39-45. 
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tion of the special utility of the letter of instruction. 
Here we are dealing with an area of executive discre- 
tion peculiarly the President’s and with an area of execu- 
tive discretion peculiarly fitted for informal methods of 
expression. This is the personal and intimate direction 
of principal subordinates in the execution of the powers 
the President has vested in them. It is the President 
enunciating policy drawn from the well of executive dis- 
cretion concealed in his constitutional obligation to take 
care that the laws are faithfully executed. In the words 
of Chief Justice Taft in the Myers case: 
. .. The ordinary duties of officers prescribed by statute come 
under the general administrative control of the President by vir- 
tue of the general grant to him of the executive power, and he 
may properly supervise and guide their construction of the stat- 
utes under which they act in order to secure that unitary and 
uniform execution of the laws which Article II of the Constitu- 
tion evidently contemplated in vesting general executive power 
in the President alone. . . .** 
It is in this realm that the President’s letter of instruction 
has its special utility, along with oral direction and in- 
struction. The delineation of formal structure and sys- 
tematic relationships belong in the Executive Order. 


Presidential Control of the Hierarchy 


On the basis of experience with the Overman Act in 
the First World War, the prophecy was made that “the 
excellent results of the ‘blanket authority’ thus conferred 
on the President with regard to administration in time of 
war, may be considered to have set a precedent for the 
future, which will undoubtedly be followed in case of 
another emergency.” * ‘The prophecy was confirmed by 
administrative developments in the Second World War. 
Yet long before the Congress passed the equivalent of the 
Overman Act on December 18, 1941, the President had 


81 Myers, Administratrix v. United States, supra note 35, at 135. 
82 40 Stat. 556 (1918), Act of May 20, 1918. 
83 Berdahl, War Powers OF THE EXECUTIVE IN THE UNITED States, (1920) 


p. 180. 
8455 Star. 838 (1941); 50 U. S. C. App., Supp. V, § 601 (1946). 
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achieved plenary administrative control over the group 
of agencies that until then had exercised a variety of 
emergency powers for purposes of national defense. 

The fact of plenary administrative control was obvi- 
ously true with regard to those agencies which were the 
product of Presidential discretion, agencies created by 
the President to exercise specific powers vested in him 
by statute or by the constitution itself. As noted earlier,” 
several statutes, such as the initial grant of priority power 
in June, 1940, merely vested administrative power in the 
President without any provision for its exercise through 
subordinate agencies or officers. Legislation of this sort 
really left the President unfettered in his choice of means 
to execute the delegated power. To be sure, such legis- 
lation did not expressly empower the President to create 
a new agency, but the omission was without significance 
where other legislation could be invoked by the President 
for this purpose. A body like the Council of National 
Defense, for example, itself a legislative product, pos- 
sessed a certain rule-making authority which it exercised 
subject to the approval of the President.** Subordinate 
agencies and officers established by the Council of Na- 
tional Defense were accepted and utilized by the Presi- 
dent to execute powers lodged in his office by the other 
statutes, the most notable illustration being the Priorities 
Board and Priorities Administrator in 1940." 

Until recognized by statute in 1942, the organization 
established for economic warfare was solely a product of 
Presidential discretion. The President relied upon his 
inherent constitutional powers with respect to interna- 
tional relations to establish the Economic Defense 


85 Supra p. 305. 


86 The regulations and orders of the Council are collected in 32 C. F. R., 
1940 Supp., ch. VII, note and 701.1-701.4. On its actual relationship to the 
National Defense Advisory Commission, see INDUSTRIAL MOBILIZATION FOR 
Wak, op. cit. supra note 1, at pp. 18-28. 


(1940) O. 8572, 5 Fed. Reg. 4199 (1940); Ex. O. 8612, 5 Fed, Reg. 5143 
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Board.“ Here, too, complete administrative control by 
the President was possible because the organization for 
economic warfare was the product of his discretion. 

The foregoing was true also for both the Petroleum 
Coordinator and the Solid Fuels Coordinator for Na- 
tional Defense.* And like the Economic Defense Board, 
both of these positions were also outside the confines of 
the office for Emergency Management. But neither Ex- 
ecutive Order nor statute accounted for the Petroleum 
and Solid Fuels Coordinators. They had their source in 
separate Presidential letters addressed to the Secretary of 
the Interior, who served ex officio in each of the posi- 
tions. Neither of the letters, which were essentially in- 
structions regarding the employment of powers already 
possessed by the Department of the Interior rather than a 
formal investiture of additional powers,” made the cus- 
tomary general obeisance to the powers vested in the 
President by statute and constitution. 

Finally, the President could exercise plenary adminis- 
trative control over those agencies he either established as 
an adjunct to his powers as Commander-in-Chief, illus- 
trated by the creation of the office of Administrator of 
Export Control,” or lifted out of the administrative hier- 
archy and placed under his personal direction when act- 
ing as Commander-in-Chief, illustrated by the action of 
the President in making the Joint Army and Navy Mu- 
nitions Board directly responsible to himself.” Insofar 
as legislation left the President free to subdelegate au- 
thority to agencies of his own choosing, the authority of 


88 Ex. O. 8839, 6 Fed. Reg. 3823 (1941). Name changed to Board of Eco- 
nomic Warfare by Ex. O. 8982, 6 Fed. Reg. 6530 (1941). See 56 Star. 463 
(1942), 50 U. S. C. App., Supp. V, § 701 (1946), confirming a Presidential sub- 
delegation of power to the Board. Incorporated into the Office for Emergency 
Management as the Office of Economic Warfare by Ex. O. 9361, 8 Fed. Res. 
9861 (1943). The use of the term “inherent” in the text is prompted by United 
States v. Curtiss-Wright Export Corporation, 299 U. S. 304, 57 Sup. Ct. 216, 
81 L. ed. 255 (1936). 

89 Letter, the President to the Secretary of the Interior, May 28, 1941, 6 Fed. 
Reg. 2760 (1941); Letter, the President to the Secretary of the Interior, No- 
vember 5, 1941. 

99 See p. 329, supra. 

%1 Military Order of July 2, 1940, 3 C. F. R., Cum. Supp., ch. 5, p. 1306. The 
use of the form of the Military Order is significant. See p. 325, supra. 

92 Military Order of July 5, 1939, 3 C. F. R., Cum. Supp., ch. 5, p. 1306. 
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the ANMB could have been expanded indefinitely and 
the President in his capacity as Commander-in-Chief 
could have developed a subsidiary administrative organ- 
ization within the ANMB that was not subject to 
Congressional restrictions.” 

An advantage of this sort was precisely what the Presi- 
dent secured through the Office for Emergency Manage- 
ment, a device put forth and adopted on September 8, 
1939, as part of a general plan for the organization of 
the Executive Office of the President. The OEM en- 
abled the President to establish new emergency agen- 
cies without the necessity of securing Congressional ap- 
proval for each new agency established. The President 
was thus able to obtain a secure grip upon the adminis- 
trative machinery through which the defense effort was 
prosecuted prior to the entry of the United States into the 
Second World War. Establishment of “such office for 
emergency management as the President shall determine” 
was conditioned upon “the event of a national emer- 
gency,” a proviso which served “as one of the legal bases 
for the erection of the major part of the governmental 
machinery essential for defense and war.” * On January 
7, 1941, OEM was designated as the parent agency for 
Presidential coordination and direction of national de- 
fense activities.” 

Originally, O. E. M. was to be the “eyes and ears” of the 
President. When the need arose in 1941 for a stronger organ- 
ization than was possible under existing statutes, however, O. 
E. M. became the incubator for the whole series of new divi- 
sions created within it, the nuclei for all of the wartime agencies 
eventually established. When the War Production Board... 
was established in 1942, the O. E. M. lapsed back into a sort 
of super administrative services division for the defense agencies, 


its duties gradually tapering off as the organization of those 
agencies stabilized.*’ 


93 See the Industrial Mobilization Plan, Revision of 1939, S. Doc. 134, 77th 
Cong., 2d Sess., (October 24, 1939). 

94 Supra note 71. See THE UNITED STATES AT WAR, op. cit. supra note 1, at 
pp. 14-16, and the Symposium on the Executive Office of the President in 1 
"St Rey. 101-140 (Winter, 1941). 


96 Supra note 72. 
97 INDUSTRIAL MOBILIZATION FOR WAR, of. cit. supra note 1, at p. 18. 
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It was only after the United States became a partici- 
pant in the war that the President moved to secure full 
control of the entire Federal administrative machinery, 
and Congress quickly gave it to him through Title 1 of 
the First War Powers Act.” Directed to the wartime 
“Co-ordination of Executive Bureaus in the Interest of 
the More Efficient Concentration of the Government,” 
Title I was patterned after the Overman Act of 1918.” 
Like its predecessor, it delegated to the President virtu- 
ally unrestricted authority with respect to the adminis- 
trative machinery necessary to meet the war needs of the 
Federal Government. And like its predecessor, its effect 
was to give the President complete control over the func- 
tions, duties and powers of the executive agencies of the 
Federal Government insofar as matters relating to the 
conduct of the war were concerned. 

Title I provided, in part, 


That for the national security and defense, for the successful 
prosecution of the war, for the support and maintenance of the 
Army and Navy, for the better utilization of resources and indus- 
tries, and for the more effective exercise and more efficient ad- 
ministration by the President of his powers as Commander in 
Chief of the Army and Navy, the President is hereby authorized 
to make such redistribution of functions among executive agen- 
cies as he may deem necessary, including any functions, duties, 
and powers hitherto by law conferred upon any executive de- 
partment, commission, bureau, agency, governmental corpora- 
tion, office, or officer, in such manner as in his judgment shall 
seem best fitted to carry out the purposes of this title, and to 
this end is authorized to make such regulations and to issue such 
orders as he may deem necessary. . . . Provided further, That 
the authority by this title granted shall be exercised only in mat- 
ters relating to the conduct of the present war... 


That in carrying out the purposes of this title the President 
is authorized to utilize, coordinate or consolidate any executive 
or administrative commissions, bureaus, agencies, governmental 
corporations, offices, or officers now existing by law, to transfer 
any duties or powers from one existing department, commission, 
bureau, agency, governmental corporation, office, or officer to 





98 Supra note 84. 


99 See the discussion of the Overman Act in Part I of this article, 15 Gro. 
Wasu. L. Rev. 268-270. 
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another, to transfer the personnel thereof or any part of it either 
by detail or assignment, together with the whole or any part of 
the records and public property belonging thereto.*”° 

The limiting effect of any previous congressional speci- 
fication of the agency or officer to whom the President 
might subdelegate the administrative authority vested in 
him was overcome by Title I of the First War Powers 
Act." To the extent that Congress had defined the 
“method and instrumentality” through which the Presi- 
dent was to act in executing a delegated power, the Presi- 
dent was bound to comply with the provisions of the ap- 
plicable statute. The controlling principle was said to 
be that “where an executive exercises powers which are 
delegated to him by an enabling act, he must exercise the 
power so granted in substantial conformity with the condi- 
tions and requirements declared in the act.” *” Well es- 
tablished rules of statutory construction prevented treat- 
ing legislation which plainly stated that a delegated 
power should be exercised by the President through a 
named officer or agency as the equivalent of language per- 
mitting the President to act through any department, of- 
ficer or agency.*” 

It was President Roosevelt’s seizure and subjection to 
Federal control of the Toledo, Peoria and Western Rail- 
road, the employees of which were on strike, that precipi- 
tated judicial. inquiry into the authority of the President 
to disregard the terms of a statute naming the office 

100 Sections 1 and 2, supra note 84. The limitations of authority in Title I 
were: first, that the General Accounting Office was to remain untouched; sec- 
ond, that no bureau should be abolished, but recommendations to this effect 
should be reported to Congress; third, upon the expiration of Title I—not later 
than six months after the termination of the war—all executive agencies were 
to assume their previous functions and powers. 

In view of the effect of the expiration of the First War Powers Act upon the 
organization of the executive branch of the Government, the President requested 
further legislation which would leave the initiative for reorganization in his 
hands and vest him with broad and continuous authority to deal with the organ- 
ization problems of the executive branch. The Reorganization Act of 1939 was 
cited as a model. Message of the President, H. Doc. 199, 79th Cong., 1st Sess., 
(May 24, 1945). See the Reorganization "Act of 1945, 59 Srat. 613, Act of 
December 20, 1945, 5 U. S. C. A. 1334. 

101 Toledo, Peoria and Western R. R. v. Stover, supra note 50, 


102 Jd. at p. 593. 
108 Jbid, 
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through which he should act. The seizure was effected 
by Executive Order 9108, which instructed the Director 
of the Office of Defense Transportation to take immediate 
possession of the property and operate the railroad.” 
While no specific statute was cited by the President as 
authority for the action taken, an Act of August 29, 1916, 
under which the President could assume possession and 
control of a transportation system in time of war, was still 
in effect. But the Act of August 29, 1916, stated flatly that 
it was “through the Secretary of War” that the President 
should exercise the power to assume possession and con- 
trol of a transportation system.’ The District Court 
thus had squarely before it the question whether Presi- 
dent Roosevelt could effect the seizure of the Toledo, 
Peoria and Western Railroad by an executive officer other 
than the Secretary of War. In the First World War 
President Wilson had exercised the power granted to him 
by the 1916 Act through the Secretary of the Treasury 
who, as Director General of Railroads, assumed direction 
of the transportation system placed under federal man- 
agement and control on December 26, 1917." President 
Wilson’s seizure of the nation’s transportation systems 
was followed by the Federal Control Act,’”’ which sup- 
plemented and amended the Act of August 29, 1916. 
Now, about twenty-five years later, Congressional enact- 
ment of the Federal Control Act was interpreted as leg- 
islative ratification of President Wilson’s action through 
the Secretary of the Treasury. Congressional ratifica- 
tion, coupled with settled rules of statutory construction, 
adverted to above, were now considered to bind the Presi- 
dent to proceeding through the officer plainly designated 
by the Act of August, 1916.*° Only the terms of Title I 


1047 Fed. Reg. 2201 (1942). 

105 39 Srar. 619, 645 (1916), 10 U. S. C. § 1361 (1940). 

106 The details are presented in Part I of this article, 15 Gro. Wasn. L. Rev. 
265-268. 

19740 Strat. 451 (1918). 

108 The District Court’s opinion ignored certain procedural facts regarding 
the action of President Wilson in seizing the nation’s transportation systems. 
First, both the President and the Secretary of War signed the Presidential 
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of the First War Powers Act saved the day for the gov- 
ernment. 


The power thus conferred upon the President does not admit 
of any doubt or uncertainty. The executive functions granted 
to the President under the Act of August 29, 1916, which were 
to be exercised solely through the Secretary of War, could be 
transferred and delegated to the Director of the Office of De- 
fense Transportation for one special railroad or in general for 
all railroads in the country. The language and phrasing of the 
pertinent sections of the First War Powers Act is so clear and 
unambiguous that there is no doubt of the intention of the Con- 
gress to grant unto the President these wide and sweeping pow- 
ers, commensurate to the great task assigned to our Chief Execu- 
tive as Commander of the Armed Forces of the United States.?°° 


Two primary obstacles had to be overcome for Title I 
of the First War Powers Act to give the President the 
unlimited control over the administrative hierarchy that 
Congress undoubtedly intended to confer upon him. For 
one thing, Title I was in the main couched in language 
that seemed to confine the President’s powers of executive 
agency coordination to administrative duties and func- 
tions in existence at the time of the enactment of the First 
War Powers Act. When, therefore, the President trans- 
ferred functions which came into existence subsequent to 
the passage of that Act, as he did in transferring to the 
War Food Administrator the power of the Secretary of 
Agriculture to approve price regulation under section 3 
(e) of the Emergency Price Control Act,’° the objection 
was raised that the transfer was not authorized by Title I. 
But the objection was rejected as without merit, the court 


Proclamation. Second the Proclamation recited that the President was taking 
possession and control of transportation systems through the Secretary of War, 
but that the power was to be exercised through the Director General of Rail- 
roads. Third, in a statement to the public President Wilson explained that he 
and the Secretary of War had together agreed who should assume executive 
direction of the nation’s railroads. Fourth, in a message to Congress following 
the seizure President Wilson asserted that he had acted through the Secretary 
of War and that both he and the Secretary of War had requested the Secretary 
of the Treasury “to assume direct administrative control” of the newly created 
Railway Administration. See Part I of this article, 15 Gro. Wasn. L. Rev. 
266-268. These facts are an interesting illustration of executive interpretation 
of a delegated power. But more than this, had President Roosevelt’s action 
been characterized by such procedural techniques the question of compliance 
with the Act of August, 1916, might be said to be foreclosed to judicial inquiry. 

109 Toledo, Peoria and Western R. R. v. Stover, supra note 50 at p. 595. 

110 Fx. O. 9334, 8 Fed. Reg. 5423 (1943). 
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finding not only that Congress itself had ratified the trans- 
fer of power to the War Food Administrator in various 
statutes and appropriation acts, but also that the transfer 
was within the terms of Title I: 


. . . the power conferred upon the President to transfer func- 
tions from one to another executive agency was intended to ex- 
tend to any and all functions whether existing before or after 
the passage of the First War Powers Act. The use in Section 
1 of the clause “including any functions, duties and powers 
hitherto by law conferred upon any executive department, com- 
mission, bureau, agency, governmental corporation, office, or of- 
ficer” indicates that the general language of the section was in- 
tended to grant power to redistribute functions conferred after 
as well as before the passage of the Act. This is also borne out 
by the provision of Section 5 that upon the termination of the 
Act all executive and administrative agencies “shall exercise the 
same functions, duties and powers as heretofore or as hereafter 
by law may be provided” regardless of any redistribution thereof 
made by the President under the Act. Unless Section 1 author- 
izes the President to redistribute functions provided for by legis- 
lation enacted after the passage of the Act, the reference to “the 
same functions as hereafter * * * by law may be provided” is 
wholly meaningless.’ 


While Title I made a specific grant of authority to the 


President “to make such redistribution of functions 
among executive agencies as he may deem necessary,” it 
was not certain that the variety of means by which this 
could be done included the creation of new agencies to 
receive a particular group of functions, powers and duties 
related to the war effort."* Here was the second obstacle 
that had to be overcome to give the President complete 
control over the wartime administrative machinery. In 
practice Title I was interpreted by the President as en- 
compassing the authority to create new agencies and as- 
sign functions taken from existing agencies to them, and 
there was ample evidence in appropriation acts and hear- 
ings that Congress, in a number of instances, had acqui- 


111 California Lima Bean Growers Assn. v. Bowles, 150 F. (2d) 964, 967 (Em. 
App. 1945). 

112 That Title I did not authorize the creation of new agencies is maintained 
in Corwin, op. cit. supra note 1, at p. 53. 
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esced in this interpretation of Title I."* What gave rise 
to litigation, however, was the apparent restriction on 
Title I by section 201 (b) of the Emergency Price Con- 
trol Act, which limited transfers by the President of OPA 
powers and functions “with respect to a particular com- 
modity or commodities to any other department or agency 
of the Government having other functions relating to such 
commodity or commodities.” ** Section 201 (b) was 
construed as not prohibiting the transfer to the War Food 
Administrator, a new office created by Executive Order, 
of the functions of the Secretary of Agriculture under the 
Emergency Price Control Act.”* The question was again 
litigated after a transfer of OPA powers and functions 
to the hitherto non-existent Office of Temporary Con- 
trols.“° Efforts of the Administrator of the Office of 
Temporary Controls to substitute as plaintiff for the Price 
Administrator in suits that had been brought by the latter 
were met by the claim of an invalid transfer of OPA 
functions to the OTC. Most of the decisions in the lower 


courts sustained the claim,’” but the opinions in the cases 
which rejected it were by far the better reasoned.” In 


113 A number of illustrations drawn from the government’s brief are set 
forth in the opinion in Shrier v. United States, 149 F. (2d) 606 (C. C. A. 6th, 
1945). See, too, Fleming v. Mohawk Wrecking and Lumber Co., 331 U. S. 
111, 116, 67 Sup. Ct. 1129 (1947); Porter v. American Distilling Co., 71 F. 
Supp. 483, 490 (S. D., N. Y. 1947) ; Porter v. Bowers, 70 F. Supp. 751, 756-757 
(W. D. Mo. 1947). 

11456 Stat. 29 (1942), 50 U. S. C. App., Supp. V, §921 (b) (1946). 

115 California Lima Bean Growers Assn. v. Bowles, supra note 111. The 
Office of the War Food Administrator was created by Ex. O. 9334, 8 Fed. Reg. 
5423 (1943), amending Ex. O. 9322, 8 Fed. Reg. 3807 (1943) and Ex. O. 9280, 
7 Fed. Reg. 10, 179 (1942). 

116 Fx. O. 9809, 11 Fed. Reg. 14, 281 (1946). 

117 Fleming v. Taylor, 70 F. Supp. 222 (N. D. Tex. 1947); Porter v. Ryan, 
69 F. Supp. 446 (Ore. 1947). In Porter v. Wilson, 69 F. Supp. 447 (Ore. 
1947), a badly reasoned opinion marked by overt hostility to the continuation 
of federal rent control rejected the attempted substitution of the O. T. C. Ad- 
ministrator on the ground that “The Courts should not be expected longer to 
uphold the fiction that a war is being conducted when, in fact, there is no war.” 
The opinion was properly criticized as “contrary to the great weight of au- 
thority” in Bowles v. Ell-Carr Co., 71 F. Supp. 482 (S. D. N. Y. 1947). See 
French, T., The End of the War, (1947), 15 Geo. Wasn. L. Rev. 191 and Note 
(1945) 13 Geo. Wasn. L. Rev. 346. 


118 Porter v, Bowers and Porter v. American Distilling Co., both supra note 
S. , 
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the latter the courts took into account, as the other opin- 
ions had not, the earlier California Lima Bean Growers ** 
decision sustaining the transfer of OPA powers to the 
subsequently created War Food Administrator; and the 
courts also noted, whereas the opinions invalidating the 
transfer of functions to the OTC disregarded, the frequent 
Congressional approval of the repeated Presidential prac- 
tice of creating new agencies in which were vested the 
functions and powers of previously existing agencies. Fi- 
nally, a resort to accepted rules of statutory construction 
demonstrated that section 201 (b) did not negative or 
repeal by implication the general grant of power given to 
the President by Title I of the First War Powers Act.’” 
Reasoning along these lines, the Supreme Court termin- 
ated the conflict in authority by holding, in Fleming v. 
Mohawk Wrecking & Lumber Co.,™ that the creation 
of new agencies was authorized by the First War Pow- 
ers Act and that the President was not confined to re- 
distributing functions of agencies in existence when the 
Act became law. 

It is very likely, however, that one salutary restriction 
was imposed on the President by Title I. That Title 
refers to the redistribution of “functions, duties and pow- 
ers.” Does this language mean that along with a redistri- 
bution of regulatory power there must also be a redistri- 
bution of whatever procedure conditions the exercise of 
the power redistributed? Or could the President by the 
mere expedient of redistributing power from one agency 
to another strip it of the procedural limitations imposed 
by Congress? There is no clear holding on the question, 
but a dictum in I[/linois Packing Co. v. Bowles takes 


119 Supra note 111. 

120 Porter v. Bowers, supra note 113. 

121 Supra note 113. So far as the effect of section 201 (b) of the Emergency 
Price Control Act was concerned the Court said: “Whatever effect that pro- 
vision may have, it does not purport to deal with general enforcement functions 
and so restricts in no way the authority of the President under the First War 
Powers Act to transfer them. Yet enforcement functions are all that are in- 
volved in the present cases.” 


122 147 F. (2d) 554 (Em. App. 1945). 
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the sensible view that procedure and power are inter- 
twined and must accompany one another. [Illustrating 
with price regulation protest procedures and a possible 
transfer of regulatory power under section 201 (b) of 
the Emergency Price Control Act, the court stated: 


. . . If, pursuant to this authority, the President should transfer, 
say, to the War Food Administrator, the function of issuing price 
regulations with reference to a particular commodity, we think 
the suggestion of the (Price) Administrator is correct that the 
protest and review procedures in §§ 203 and 204 “would follow 
the regulatory power.” In other words, “Administrator” as used 
in §§ 203 and 204 ought reasonably to be read as meaning the 
Price Administrator or any other department or agency of the 
government to which has been transferred the statutory func- 
tions of the Price Administrator with reference to regulating the 
prices of the commodity in question. It could hardly have been 
the intention of Congress that the carefully devised protest and 
review procedures might be nullified by the exercise of the Presi- 
dent’s power under § 201 (b) to transfer the functions of the 
Price Administrator to some other agency. . . .1”8 


(To be continued) 


128 Jd. at p. 559. 





TRADEMARK PROTECTION OF AMERICAN 
FIRMS IN ARGENTINA 


JOHN WOLFF* 


The expansion of American trade abroad is involving 
an ever-increasing number of American corporations in 
foreign litigation. The trademark problems with which 
American corporations have been confronted in Argen- 
tina serve well to illustrate this development.’ Argentine 
court reports show that the corporations listed in the note, 
among others, have been parties to judicial proceedings 
and litigation in this field alone.® 

The question of whether and to what extent trademarks 
of American firms are protected is governed not by 
treaties or conventions, but by the domestic law of Ar- 
gentina, more specifically by Act 3975 of November 23, 
1900. 


* Attorney, Legal Branch, Office of Alien Property, Department of Justice. 
Formerly Lecturer in Comparative Law at Columbia University. The views 
expressed are those of the writer and not necessarily those of the Department 
of Justice. 

1 European trademark and unfair competition law has been discussed by the 
writer in the following articles: The Utility of Foreign Law to the Practicing 
Lawyer (1941) 27 A. B. A. J. 253; Non-Competing Goods in Trademark Law 
(1937) 37 Con. L. Rev. 582; Unfair Competition by Truthful Disparagement 


(1938) 47 Yate L. J. 1304. 


2 American Chicle Company 

American Tobacco Company 

Barret Company 

Bon Ami Company 

Borden Company 

Borg-Warner Corporation 

Bryant Electric Company 
Continental Oil Company 

Cooper Steward Engineering Com- 


pany ; 
Davidson Chemical Company 
Enoch Morgan’s Sons Company 
Ford Motor Company 
General Dyestuff Corporation 
General Electric Company 
General Motors Corporation 
Gillette Safety Razor Company 
Goodall Worsted Company 
Goodyear Tire and Rubber Company 
Grove Laboratories, Inc. 
International Harvester Company 
Interwoven Stocking Company 
Lehn & Fink Company 


Life Savers Corporation 

National Carbon Company, Inc. 

Pan American Grace Airways, Inc. 

Philadelphia Storage Battery Com- 
pany 

Phoenix Hosiery Company 

Pond’s Extract Company 

Prophylactic Brush Company 

Radio Corporation of America 

Reynolds Tobacco Company 

Richard Hudnut 

Rohn & Haas, Inc. 

Sinclair Refining Company of New 
York 

Singer Manufacturing Company 

Socony Vacuum Oil Company 

Standard Oil Company 

United States Playing Card Company 

Western Cartridge Company 

Westinghouse Electric Manufactur- 
ing Company 

Williams Company 
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The following cases are typical of some of the impor- 
tant problems which have arisen. 

The Bon Ami Company sold its products in Argentina 
under the trademark “Bon Ami” without, however, reg- 
istering such trademark under the provisions of Act 3975, 
referred to above. A competitor applied for and ob- 
tained registration of the trademark “Bon Ami.” The 
Bon Ami Company brought suit for cancellation of this 
trademark. By decision of June 4, 1926 the Supreme 
Court of Argentina dismissed the action.’ The court 
held that it was immaterial that, prior to defendant’s reg- 
istration, plaintiff had acquired trademark rights in the 
United States and that plaintiff had used the trademark 
in Argentina. Under Act 3975, trademark rights in Arr 
gentina could be acquired only by registration in Argen- 
tina, and since plaintiff had failed to do so, the court 
concluded that the defendant had a right to register. 
Although the court did not specifically say so, the decision 
is tantamount to a holding that the defendant had a right 
not only to register but to use and that, consequently, the 
plaintiff had no right to enjoin the defendant from using 
the mark. Probably, if defendant had counterclaimed 
for an injunction against the plaintiff, it would have been 
granted. This decision demonstrates how important it 
is for American firms to register their trademarks in Ar- 
gentina if they sell their products in that country. 

Further light is thrown on this subject by the very 
recent case of Davison Chemical Corporation v. Shell 
Mex Argentina Limited,‘ decided by the Federal Judge 
of Buenos Aires on December 12, 1946. The Davison 
Chemical Corporation applied for registration of the 
trademark “Protek-Sorb” to be used in connection with 
a dehydrating agent. Defendant, owner of the mark 
“Protex-Shell” registered for a similar product, opposed 
registration. Plaintiff thereupon brought action for a 


8 Bon Ami Company v. Feeney y Cia, Supreme Court Reports, Vol. 140, 397. 
4 Patentes y Marcas, 1946, 532. 
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declaratory judgment that defendant’s opposition was 
unfounded.’ Plaintiff alleged that it was the owner of 
the mark “Protek-Sorb” in the United States, that it had 
registered this mark in many countries, and that the same 
was known all over the world. The court held in effect 
that all these allegations were immaterial, since defendant 
had prior rights in Argentina and that, therefore, the 
only question was whether or not the plaintiff’s mark 
“Protek-Sorb” was confusingly similar to the defendant’s 
mark “Protex-Shell.” The court pointed out that both 
marks consisted of two words separated by a hyphen, that 
the first word in the two marks was identical except for 
the “k” in plaintiff's and the “x” in defendant’s mark, 
that the difference in these two letters did not produce a 
difference in sound and that the first word was the dis- 
tinctive feature of the marks. As for the second word, 
the court remarked that both “Sorb” and “Shell” were 
one-syllable words beginning with the letter “s,” and since 
the words did not sound Spanish, whatever difference in 
sound there might be was too weak and not distinctive 
enough to be clearly noticed by listeners. For these rea- 
sons the court held the two marks were confusingly sim- 
ilar and dismissed the plaintiff’s action. The decision is 
tantamount to a holding that plaintiff has no right to use 
its mark in Argentina and can be enjoined by the defend- 
ant. This decision is all the more significant since the 
defendant had not yet begun to use its mark in Argentina 
when the decision was handed down. The court held that 
this did not help the plaintiff since it was a well-estab- 
lished principle of Argentine law that user is not necessary 
to perfect or to preserve the right created by registration. 
Indeed, in many infringement actions the registrant has 
prevailed although, at the time of infringement, he had 
not yet begun to use the mark. This case suggests that 
American firms should not postpone registering their 


5 This is the usual procedure in Argentina in case of opposition to an applica- 
tion for registration. 
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marks until they are ready to export, but should register 
well in advance, as soon as they determine that Argentina 
may be a potential market. 

We have seen that an American firm, if it waits too 
long, may be barred from registering (and, consequently, 
from using) its mark by one who previously registered 
the same or a similar mark. But these are not the only 
obstacles that have to be overcome. In order to be regis- 
trable, the mark must satisfy the requirements of the Ar- 
gentine law in regard to fancifulness and the special 
provisions of Act 11.275 of November 10, 1923. This is 
well illustrated by the recent case of the J. B. Williams 
Company—Ex-parte.© The Williams Company applied 
for registration of the mark “Baby’s Own” for toilet ar- 
ticles. The Patent Office refused to register and the 
Federal Judge of Buenos Aires affirmed on the ground 
that “Baby’s Own” was an English expression and regis- 
tration was therefore prohibited by article 5 of Act 11.275 
which provides that domestic (Argentine) word trade- 
marks may consist only of Spanish words or words taken 
from a dead language. On appeal, the Federal Court 
of Appeals of Buenos Aires reversed this decision on 
June 19, 1946. The court held that the prohibition of 
Act 11.275 was aimed at the use of foreign words in con- 
nection with articles of domestic manufacture and was 
not intended to affect the right of foreign corporations to 
register their trademarks in Argentina with the foreign 
words used in the country of origin, provided the use of 
such trademarks was limited to imported products. The 
court found that the J. B. Williams Company had regis- 
tered the mark “Baby’s Own” in the United States and 
accordingly granted the application for registration with 
the qualification, however, that the mark could not be 
used on articles of domestic manufacture. Therefore, 
American firms which plan to supply the Argentine 
market with products manufactured in Argentine fac- 


6 Patentes y Marcas, 1946, 207. 
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tories must be prepared to adopt for such products new 
trademarks not consisting of English words. 
Registration is for a period of ten years. Marks then 
lapse unless reregistered. ‘They may be reregistered at 
the end of each ten year period. Originally the courts 
held that one who failed to reregister his mark was in 
no better position than one who had never registered. 
However, in the recent case of N. V. Phillips Gloeilam- 
penfabriken v. Philadelphia Storage Battery Company,’ 
a breach was made in this doctrine. It appeared in the 
case that defendant, Philadelphia Storage Battery Com- 
pany, had registered the mark “Philco” in 1920. Shortly 
before the expiration of the ten year period plaintiff ap- 
plied for registration of the mark “Philico” for articles 
of the same class, which application was opposed by the 
defendant on the ground that “Philco” and “Philico” 
were confusingly similar. At the time the opposition was 
filed, defendant’s mark “Philco” had expired as a result 
of defendant’s failure (due to negligence, according to 
the court’s findings) to make timely application for re- 
registration. Shortly after such lapse, defendant applied 
for reregistration, which application was opposed by 
plaintiff. Plaintiff thereupon brought action for a de- 
claratory judgment that defendant’s opposition to regis- 
tration of the mark “Philico” was unfounded. Defendant 
counterclaimed for a declaratory judgment that plaintiff's 
opposition to reregistration of the mark “Philco” was 
unfounded. The Federal Judge of Buenos Aires gave 
judgment for plaintiff and dismissed the counterclaim on 
the ground that when defendant’s trademark expired, 
plaintiff's then pending application acquired priority. 
On appeal, the Federal Court of Appeals of Buenos Aires 
reversed this decision, dismissed the action and granted 
the counterclaim. The court held that the defendant’s 
mark “Philco” had acquired a great reputation in the 
country and that for the plaintiff to take advantage of 


7 Supreme Court Decisions, Vol. 189, 331. 
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such reputation and of the defendant’s failure to apply 
for reregistration in time, would be an act of unjust en- 
richment, contrary to good morals. This decision was 
affirmed by the Supreme Court on May 9, 1941. While 
this decision is of great importance in introducing con- 
cepts of unfair competition into technical trademark law, 
American firms would be ill-advised to rely too much on 
it. The salient features of the case were, first, the high 
reputation of the mark “Philco” and, second, the relative- 
ly short period which elapsed between the expiration of 
defendant’s trademark and the filing of the application 
for reregistration. It is doubtful whether the result 
would have been the same if one or both of the mentioned 
features had been absent. 

American firms have been involved in litigation con- 
cerning not only their trademarks but their firm names 
as well. The right to a firm name, unlike the right to a 
trademark, is created by user rather than registration. A 
very important case is that of American Tobacco Com- 
pany v. Tabacalera Americana Soc. de Resp. Ltda.,* de- 
cided by the Federal Court of Appeals of Buenos Aires 
on June 16, 1944. Plaintiff sought to enjoin the defend- 
ant from using its firm name on the ground that the de- 
fendant’s firm name was the Spanish translation of Amer- 
ican Tobacco Company. The Federal Judge of Buenos 
Aires dismissed the action on the ground that plaintiff, 
being a foreign corporation, was not entitled to firm name 
protection, since Act 3975 applied only to firms estab- 
lished in Argentina. The Court of Appeals reversed and 
granted the injunction, holding that American Tobacco 
Company was entitled to firm name protection because 
it had done business in Argentina under its firm name for 
many years, and that the fact that it was a foreign corpora- 
tion did not deprive it of such protection. Nor did the 
adoption by the defendant of a firm name in a different 
language from that used by plaintiff preclude the possi- 


8 Patentes y Marcas, 1944, 127. 
4 
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bility of confusion. The court also rejected the defense 
that plaintiff, having permitted other firms to use similar 
firm names, was barred from proceeding against the de- 
fendant. The answer to this defense was found in the 
principle that the action granted by the law for the pro- 
tection of a firm name was optional rather than obligatory. 

Another interesting case is that of Singer Sewing Ma- 
chine Company v. J. R. Olguin e Hijos,’ decided by the 
Federal Court of Appeals of Buenos Aires on July 11, 
1945. Defendants had published advertisements in the 
telephone directory of Buenos Aires reading “Special 
repair service for Singer machines,” the word “Singer” 
being printed in large type. The address and telephone 
number of the defendants were given but not their firm 
name. Thus, the impression was created that defendants 
were the Singer Sewing Machine Company or connected 
with it, while in fact no such connection existed. The 
Singer Sewing Machine Company, which also operated 
a repair shop, claimed that the defendants had no right 
to use the word “Singer,” the distinguishing feature of its 
firm name, to advertise their own repair shop, and thus 
to divert its customers to themselves. Accordingly, it sued 
to enjoin defendants from using the word “Singer” in 
advertising their repair shop. The court held, affirming 
a decision of the Federal Judge, that the owner of a 
trademark or a firm name was entitled, under Act 3975, 
to prevent others from using such designation as a “trade- 
mark” or “firm name,” but that he was not entitled to 
prevent a mere reference use even if such reference use 
might cause damage. Consequently, the court refused to 
grant an absolute injunction against the use of the word 
“Singer” and merely enjoined defendants from using the 
word “Singer” in such a way as to lead the public to be- 
lieve that they were the Singer Sewing Machine Com- 
pany or connected with such company. ‘This decision 
was by a divided court, two of the five judges expressing 


® Patentes y Marcas, 1945, 180. 
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the opinion that a firm name was property which nobody 
had the right to use without the owner’s permission. 
Moreover, so they said, it was an act of unfair competi- 
tion to take advantage of the publicity and advertising 
of another. Therefore, in their view, an unqualified in- 
junction against the use of the word “Singer” in defend- 
ant’s advertisements should issue. 

Only a fraction of the trademark problems which 
American firm have faced in Argentina have been dealt 
with here. However, a study of the pertinent cases has 
led the writer to conclude that where legitimate interests 
of American corporations have remained unprotected, it 
has been due to their lack of familiarity with Argentine 
law, which in many respects differs radically from the 
United States law where the user of a trademark acquires 
rights without registration and where a registrant ac- 
quires no rights without user. 
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EDITORIAL NOTES 


Does “CoMPOSITION OF MATTER” CLAUSE IN PATENT STATUTE 
INCLUDE CHEMICAL COMPOUNDS PER SE, AND, IF So, 
Is It CONSTITUTIONAL? 


The question of whether a chemical compound as such is properly 
the subject of a patent under our present statutes has recently been 
raised in a decision, Schering Corporation v. Gilbert,’ which is of 
interest as much for the raising of the question at all as for the 
square holding in the affirmative? plus a vigorous dissent. While 
the granting of patents for a chemical compound per se regardless 
of any particular method of making the compound has been criticized 
before by some persons in industry, members of the patent bar, and 
legislators, the validity of such patents has not been seriously ques- 
tioned in the courts but rather it has been asserted that the patent 
statutes should be amended to exclude chemical compounds per se, 
or certain groups of chemical compounds such as pharmaceuticals, 
from the statutory classes of patentable subjects matter. Inasmuch 
as patents of this type are regularly issued by the United States 
Patent Office, and are of great importance in industry, a judicial de- 


cision holding that the present statutes do not authorize grant of 
patent on a chemical compound per se would have tremendous impact 
upon technological development in this country. 


The Case of Schering Corp. v. Gilbert 


The patent in suit was for a certain complicated organic compound * 
useful as a contrast medium in the X-ray photography of the gall 
bladder. The majority of the Second Circuit Court of Appeals found 
that the compound was new, useful, and “inventive,” i.e., it met 
various criteria by which the presence of that quality of inventiveness 
necessary to the validity of a patent may be tested, and the dissenting 
judge did not deny these findings. Use of the particular material 
resulted in clearer pictures due to a heightened affinity of the com- 
pound for the bile, the material was opaque to X-rays, and the patient 
was able to tolerate the material with much less discomfort than in 
the case of previously used materials. The compound claimed in the 
patent enjoyed great commercial success. There was no certainty 





1153 F. (2d) 428, 68 U. S. P. Q. 84 (C. C. A. 2d, 1946). 
2Td. at p. 432. 
8 Jd. at p. 434. 
The beta-(4-hydroxy-3, 5-diiodophenyl)-alpha-phenyl propionic acid which 
melts at 159° C, 
{ 351 } 
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prior to its synthesis and test that such a compound would have value 
as an X-ray contrast medium for the gall bladder. The particular 
chemical reactions employed in its preparation by the patentees appear 
to have been of fairly conventional type, which any skilled organic 
chemist might have been led to try if he were told to prepare a com- 
pound of the given formula. 

Infringement of the claim to the chemical compound was admitted, 
and suit was on the validity of the claim. Defendant argued, inter 
alia, that such a claim is invalid because (a) drawn to a mere prin- 
ciple or idea, (b) a chemical formula merely describes a single mole- 
cule, (c) a molecule is merely the result of forces of nature, which 
cannot be patented. ‘These contentions were rejected by the majority 
as “demonstrably unsound,” holding that a chemical compound per se 
constitutes patentable subject matter as a “composition of matter.” ® 
In a dissenting opinion, Frank, J., while not denying the novelty, 
usefulness, or “inventiveness” of the compound, took the view that a 
chemical compound per se is not patentable subject matter, and held 
that the exact point had never been squarely adjudicated.® He also 
said that the Supreme Court has recently cast “grave doubts” on the 
doctrine that “there could be a valid claim for a product alone regard- 
less of the process.” * The claim in suit was said to be “invalid, being 


5 Supra note 1 at p. 432. 

6 Jd. at p. 434. 

7 The Supreme Court decision alleged to cast these doubts was United Carbon 
v. Binney & Smith, 317 U. S. 228, 63 Sup. Ct. 165, 87 L. ed. 232 (1942), 
reversing Binney & Smith v. United Carbon, 125 F. (2d) 255 (C. C. A. 4th, 
1942), which had stated at p. 259 that “. . . there can be no question as to 
the patentability of the product [ pellets of carbon black ] as distinguished from 
the process for making it, which was also patentable.” The Supreme Court 
made no reference at all to this point, and did not refer to processes in discuss- 
ing the claims, which were held invalid only because of indecfiniteness and 
functionality. 

The later history of that patent supports the present writer’s belief that the 
decision casts no doubts at all on the doctrine of independence of product and 
process. Subsequent to the Supreme Court decision, the patent was reissued as 
Re. 22,454, and was then adjudicated in a suit between essentially the same 
parties in United Carbon Co. v. Carbon Black Research Foundation, 59 F. 
Supp. 384 (Md. 1945). The reissued claims differed only in being more definite 
in several respects, and were held valid and infringed. There was absolutely 
no reference to process in the claims. The district court, holding that each 
specific objection of the Supreme Court had been overcome, said at p. 396: 
= . although in some cases a claim’s validity may be assisted by some 
reference to the method of production, a patentee must clearly distinguish his 
product other than by reference to the process by which he produces it. This 
is what the Supreme Court, in effect, said in invalidating the original claims 
(317 U. S. 234-237 . . .), and we are satisfied that this requirement has 
been amply met by the claim as reissued.” That the claims to the product 
were completely independent of process is further borne out in the fact that 
the court found that the claims were infringed by products made by three 
entirely different processes, none of which was disclosed in the patent! Cf. 
Cabot v. Huber, 127 F. (2d) 805 (C. C. A. 5th, 1942). 

It is interesting to note how, in the Schering Corp. dissent, there is first a 
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on its face .. . ‘nothing but a chemical formula.’”* “A claim for a 
mere product regardless of the process for producing it, is, I think, 
virtually a claim to what has sometimes been described as a ‘principle’ 
or ‘idea,’ held not to be patentable.” * Pointing out that our patent 
law gives no reward to the discoverers of scientific principles, while 


protecting new and original applications of such principles, the dissent 
went on to say: 


Particularly in the field of chemistry, it would seem most un- 
likely that Congress intended that blanket claims to mere prod- 
ucts should be held valid. If the statutory provision authorizing 
the issuance of a patent for a “composition of matter” were in- 
terpreted to validate such claims, then that statutory provision 
might well be unconstitutional, since it would authorize the cre- 
ation of monopolies which “would discourage arts and manu- 
facture.” ?° 


Early History of the Statute 


The Constitutional provision that “The Congress shall have Power 
. .. To promote the Progress of Science and useful Arts, by secur- 
ing for limited Times to Authors and Inventors the exclusive Right 
to their respective Writings and Discoveries” *? was based on long- 
accepted English, Colonial, and State law.?? In 1790 Congress passed 
the first comprehensive patent statute,’* providing for grant of patent 


to anyone who had “invented or discovered any useful art, manufac- 
ture, engine, machine, or device... .” A committee was appointed 
in the House of Representatives of the Second Congress in October, 
1791, for the purpose of amending the Act to Promote the Progress 
of Useful Arts, and a bill was reported in March, 1792.14 

After some discussion and amendments, the bill was passed in 
1793.15 This statute, repealing the Act of 1790, provided for grant 


vigorous objection to “dicta” in various cases where the courts have stated 
clearly that a product per se is patentable subject matter, followed by reference 
to the most remote sources alleged to support the view contra to such “dicta.” 
These sources include cases such as United Carbon v. Binney & Smith, just 
discussed, in which it must take a fine strainer indeed to find the implications 
said to be present, and where these implications, if there at all, do not even 
begin to rise to the level of dicta. 

8 Supra note 1 at p. 435. 

9Jd. at p. 434. This “product,” which has a physical embodiment, would 
seem to be at least something more than a mere “idea”—it is even opaque to 
X-rays! 

10 Jd. at p. 435. 

11 UNITED States Constitution, Art. I, Sec. 8, cl. 8. 

12] Robinson, THE LAw or Patents (1890) p. 15, n. 3. 

131 Srar. 109 (1790). 

14 Barnes, TREATISE ON THE JuSTICE, Poticy, AND UtiLity oF ESTABLISHING 
AN EFFECTUAL SYSTEM FOR PROMOTING THE ProcreEss oF USEFUL ARTS BY 
ASSURING PROPERTY IN THE Propucts oF Genius (Philadelphia, 1792). 

15] Srart. 318 (1793). 
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of patent to any person who had “invented any new and useful art, 
machine, manufacture or composition of matter... .” Neither the 
deliberations of the committee nor its report are recorded, and the 
only reported debate in Congress ** does not touch the point regard- 
ing subject matter considered to be patentable, or the specific question 
of why “composition of matter” had been included. Robinson states 
that the Act of 1790 presumably included every subject matter there- 
tofore covered by the English law, which included compositions of 
matter under the general heading of ‘‘manufacture,” ** and that the 
Act of 1793 was not intended to change the scope of the statutory 
subjects matter, but merely to improve the wording.** Through nu- 
merous amendments and complete revisions of the patent laws,’® the 
grouping of “art, machine, manufacture or composition of matter” 
has remained unchanged.” 


“Composition of Matter,” “Manufacture,” and “Product” 


There seems to be no argument that mixtures of two or more 
chemical compounds generally come under the classification of “com- 
position of matter,” so long as the mixture possesses properties dis- 
tinct from those of its components. Robinson offers the following 
broad definition of the statutory “composition of matter” : 


A composition of matter is an instrument formed by the inter- 


mixture of two or more ingredients, and possessing properties 
which belong to none of these ingredients in their separate state. 
An ingredient is a substance which, though capable of independ- 
ent existence, may yet so far lose its identity and individuality, 
when mingled with other substances, as no longer to be dis- 
tinguishable from them.”* 


A chemical element may be hard to fit into this definition, because 
the question of the independent existence of its “ingredients” is pre- 
sented, but a chemical compound (the word itself implies as much) 
surely fits. That a single composition of matter may be prepared in 
various different ways and from various different materials is indi- 
cated by the same author.”* 


16 Annals of Congress, Vol. 3. 

171 Robinson, op. cit. supra at p. 106, n. 1. 

18 Jd. at p. 107, n ee 

19 The more important are: 2 Stat. 37 (1800), 3 Strat. 481 (1819), 4 Srar. 
559 (1832), 4 Stat. 577 (1832), 5 Stat. 117 (1836, complete revision), 5 Start. 
191 (1837), 5 Stat. 353 (1839), 5 Srar. 543 (1842), 10 Srar. 75 (1852), 12 
Stat. 246 (1861, extensive revisions), 16 Stat. 198 (1870, complete revision), 
Rev. Star. $4886 (1874, re-adoption), and the following amendments to Rev. 
pen § 4886; 29 Srar. 692 (1897), 46 Strat. 376 (1930) and 53 Star. 1212 
(1939). 

20 Rev. Stat. § 4886, 35 U. S. C. § 31. 

21] Robinson, op. cit. supra § 192 at p. 278. 

22 Id. § 199 at p. 284. 
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Another authoritative writer on patents, Walker, states that a 
composition of matter can be prepared by either simple physical ad- 
mixture or by way of chemical action: 

The phrase “composition of matter,” as used in the patent 
statutes, covers all compositions of two or more substances. It 


includes all composite articles, whether they be results of chemical 
union, or of mechanical mixture. . . .7° 


It has been said that there is no restriction as to the nature of a 
composition of matter which may be patented.** It has also been said 
that the term “manufacture” is of wide scope, and covers any and 
every object useful to society which has been created by man and 
which is not classifiable as a machine or composition of matter.?* 
In the latter part of the nineteenth century it appears to have been 
common practice to claim a chemical compound or mixture prepared 
by chemical reactions as “a new article of manufacture,” and cases 
of this type will be discussed infra. A patent claim often does not 
state what statutory subject matter it covers, and it is seldom that a 
court finds it necessary to determine the matter.¢ 

The question of whether or not a “product” may be patented so as 
to cover something produced by a method or process different from 
that disclosed by the patentee has been discussed in many decisions.?’ 


However, the distinction between compositions and manufactures as 
products has often been ignored, sometimes properly and sometimes 
not, much the same type of comment being made in cases involving 


231 Walker, PATeNTs (Deller’s Ed. 1937) p. 55. 

24 Sharpless v. Crawford, 287 Fed. 655, 658 (C. cA. 1923). “Tt is to 
be observed Congress provided for invention in_ respect of ‘composition of 
matter’ as one of the four classes of invention. There is no restriction as to 
the nature of the composition which may be patented. The only limitation is 
they must be new, useful, and the result of invention.” 

251 Walker, op. cit. supra, p. 52. For a very broad view of the comprehen- 
siveness of the patent statute, see Dennis v. Pitner, 106 F. (2d) 142 (C. C. A. 
7th, 1939), cert. den. 308 U. S. 606, 60 Sup. Ct. 143, 84 L. ed. 507 (1939). 

26 For example, in Tyler v. City of Boston, 7 Wall. 327, 19 L. ed. 93 (1869), 
the claim was for “the compound produced by the combination of the mineral 
or earthy oils with fusel oil, in the manner and for the purpose substantially 
as herein set forth; said compound constituting a new manufacture.” The 
Court said that “The plaintiff professed to have discovered a new compound 
substance,” and referred to “compound”, “new substance by means of chemical 
combinations,” and “the new manufacture.” 

27 Leeds & Catlin Co. v. Victor Talking Machine Co., 213 U. S. 301, 29 
Sup. Ct. 495, 53 L. ed. 805 (1909), is often cited as support for the proposition 
that a “product” (sometimes composition and sometimes manufacture) is 
patentable separately from the “process” (or method) used to produce it. 
Actually, in that case one claim was for a method and another claim_was for 
an apparatus which could be used in practising the method. The Court in- 
sisted several times that method and apparatus are distinct, and also said that a 
combination and a new and inventive element of that combination are distinct ; 
but no place in the decision is any broader statement to be found, nor is any 
comment made on the specific question of product v. process. 
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either. Accordingly, it will be easier to discuss the decisions without 
strictly separating one from the other, and the reader will note which 
is actually involved in each particular instance. 

First discussed will be the most important of the cases in which the 
patent adjudicated claimed an actual single chemical compound which 
could be characterized and identified by conventional chemical and 
physical tests, and for which a true chemical formula could be writ- 
ten, as contrasted with mixtures of one or more closely related types 
of chemical compounds such as vulcanized rubber or plastics such as 
“Bakelite.” In between, of course, are dye-stuffs which have compli- 
cated structures and which may or may not be single chemical com- 
pounds. 


Single Chemical Compounds 


The case usually cited for the proposition that a chemical compound 
per se can be patented is Maurer v. Dickerson,** which the majority 
in Schering Corp. v. Gilbert, supra said was “directly in point,” 
whereas the dissenting judge called the comment of the court in the 
Maurer case on this specific point “dictum.” The patent in suit con- 
tained one claim,”® clearly drawn to cover the single chemical com- 
pound mono-acetyl-para-mido-phenetol, known to the medical profes- 
sion by the tradename “Phenacetine.” Because this is the leading 
case, it will be of interest to review it somewhat in detail by way of 
quotation from the opinion: 


. . . The patent in suit describes a new product *° with such 
clear marks of identification that it can readily be recognized 
aside from the process for making it. The patent also describes 
a process for making it which was new, and up to the present 
time is the only known process by which it can be produced. 
[Emphasis added]. Since, then, there was novelty both in the 
process and product, Hinsberg [the inventor] might have had 
one claim for the process and another claim for the product. 
Rubber Co. v. Goodyear, 9 Wall. 788, 796, 19 L. Ed. 566; Mer- 
rill v. Yeomans, 94 U. S. 568, 569, 24 L. Ed. 235. But he made 
the single claim quoted at the opening of this opinion. That 
claim, in terms, is for the described product, having certain dis- 


38 113 Fed. 870 (C. C. A. 3d, 1902), cert. den. 186 U. S. 481, 22 Sup. Ct. 941, 
46 L. ed. 1266 (1902). 

29 The claim was: “The product herein described, which has the following 
characteristics: It crystallizes in white leaves, melting at 135° centigrade; not 
coloring on addition of acids or alkalies; is little soluble in cold water, more 
so in hot water; easy soluble in alcohol, ether, chloroform, or benzole; is 
without taste; and has the general composition Ci19H1302N.” 

80Tt is interesting that this decision refers to the chemical compound in 
question as a product, and says nothing about what statutory subject matter 
was being claimed. There is no mention either of “composition of matter” or 
“article of manufacture.” 





EDITORIAL NOTES 357 


tinguishing characteristics, which are set forth in the claim with 
great fullness.** In our judgment, it is very clear that the claim 
is not restricted to the product made by the described process, 
but covers the chemical individual, however produced. We know 
of no rule requiring a construction limiting a claim for a chem- 
ical product to the described process, because the evidence shows 
that it cannot be made in any other way than by the process re- 
cited. No warrant for such a rule is to be found either in the 
statute or in the decisions.** 


The court’s view of the essential nature of the patented invention 
had already been expressed in their quoting as “correct” the follow- 
ing statement of the chemical expert for the patent owner: 


Hinsberg’s invention is the invention of a new product. This 
product had never been produced or described or known or found 
any application in the arts before Hinsberg. Concerning the 
process of acetylization it is true that at the date of the Hinsberg 
patent other amines had, of course, been subjected to processes 
of acetylization, and it was generally believed that amines could 
be acetylized if means suitable to each case could be devised.** 
Para-mono namido-phenatol had, however, never been subjected 
to such a process, and when Hinsberg found his process it re- 
sulted in a new and useful result, namely, a new product of sur- 
passing utility, which result could not have been foreseen.** 


After stating that the product of defendant was identical in all 
respects with that claimed, and met all tests of the claim (the lower 
court ** had said that it was the identical chemical compound), the 
court went on to say: 


. . . Infringement then is sufficiently shown, even if the claim 
were held to be limited, as the appellant contends it should be, to 
the product when made with the materials and by the process 
described in the specification. None the less conclusive, of 
course, is the proof of infringement under the broader construc- 
tion we have given to the claim.** 


This statement, and the fact that the process described by the pat- 
entee was the only known way of making the compound, were empha- 
sized by Judge Frank in support of his position that the broader 


31JTs there any difference between this type of claim (supra note 29) and a 
claim which gives only the chemical name or formula of the compound? No, 
because once the new compound has been made and disclosed by the patentee, 
its physical and chemical characteristics are known and ascertainable, and their 
recitation in the claim in addition to the chemical name adds nothing requisite 
for the identification of the material. 

32 Supra note 28 at p. 874. 

33 Note the essentially non-inventive nature of the chemical process. 

34 Supra note 28 at p. 873. 

35 Dickerson v. Maurer, 108 Fed. 233 (E.D. Pa. 1901). 

36 Supra note 28 at p. 877. 
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holding (in the first quotation above) was dictum. But even if this 
should be conceded,®* it would be dictum of the strongest sort, reflect- 
ing a careful consideration and a firm viewpoint on the question. 
Another famous case involving a patent on a chemical compound is 
the “aspirin” case, Kuehmsted v. Farbenfabriken,®® decided by the 
Circuit Court of Appeals for the Seventh Circuit in 1910, and in 
which the Supreme Court denied certiorari.** There the medicine 
aspirin, a single chemical compound, was claimed as a new article of 
manufacture.*° The difference over the prior art was small, inasmuch 
as a former worker, Kraut, had produced what he called the same 
compound, but which was probably impure aspirin. The patentee 
Hoffman produced and claimed pure aspirin which was therapeutically 
useful while Kraut’s material was not. The court upheld the validity 
of the patent as demonstrating invention. On the question of infringe- 
ment, the defendant’s product had the same formula, and answered 
the tests of the patent. There was no evidence of the process em- 
ployed in making defendant’s aspirin. The court found the claim in- 
fringed, saying that “. . . the product sold by appellant stands, upon 
the proof before us, as identical with it...” ** In an interesting con- 


curring opinion, Kohlsaat, J., pointed out that Kraut told how to ob- 
tain almost pure aspirin by recrystallization, and that therapeutic pur- 


87 It is not clear from the reports of the case whether any evidence had been 
given as to the process or chemical reactions by which defendant’s compound 
had been made. The court states that the process described in the patent was 
the only known way of making the compound, and one must wonder why the 
defendant was urging that the claim should be restricted to a product made 
only by the patentee’s process if he used that process himself. Perhaps it 
would have been impossible to prove by what process it had been made, and 
defendant thus hoped that plaintiff would fail to establish a case. A care- 
ful reading of the last quoted part of the decision leads to the conclusion that 
the plaintiff proved only the identity of the product, which that court believed 
sufficient to establish at least a prima facie proof of infringement of a claim to 
a product made by a certain process, which would be good in the absence of 
proof by defendant of manufacture by a different process. 

However, if Judge Frank’s belief that a defendant should win in such a 
situation (see note 43 infra) be accepted, then the Maurer v. Dickerson decision 
was necessarily grounded on the broad proposition stated therein (“it is very 
clear that the claim is not restricted to the product made by the described 
process, but covers the chemical individual, however produced”), which ac- 
cordingly could not be dictum. Cf. notes 43, 59 and 64, infra. 


38 179 Fed. 701 (C. C. A. 7th, 1910), aff’g. 171 Fed. 887 (N.D. Ill. 1909). 
39 Id., cert. den. 220 U. S. 622, 31 Sup. Ct. 724, 55 L. ed. 613 (1911). 


40 The claim: “As a new article of manufacture the acetyl salicylic acid hav- 
ing the formula: CeH4 ee being when crystallized from dry chloro- 
form in the shape of white glittering needles, easily soluble in benzene, alcohol 
and glacial acetic acid, difficultly soluble in cold water, being split by hot water 
into acetic acid and salicylic acid, melting at about 135° centigrade, substantially 
as hereinbefore described.” 


41 Supra note 38 at p. 705. 
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ity represented a patentable advance, but a very narrow one, over 
therapeutic impurity. This concurring opinion stated that: 


Acetyl salicylic acid, obtained by Kraut’s process . . . belongs 
to the public, whether pure or only approximately so; and had 
appellant shown that he was employing these methods, he could 
not have been held to infringe. On the contrary, the tests called 
for by the patent apply to defendant’s product and do not apply 
to Kraut’s... There would seem to be in this a suggestion that 
the process rather than the product should have been claimed. 
Whatever this leads to, it still is true that so far as the record 
shows, Hoffman’s product is different from Kraut’s and therefore 
not anticipated or in the possession of the public prior to the 
filing of his application.** 


Here the judge was bothered by a problem of proof of difference be- 
tween the patented compound and the old material. Accepting that 
such differences were adequately proved, he is merely pointing out 
that the problem of such proof, which must have caused plaintiff and 
court much difficulty, could have been avoided had the patentee chosen 
to claim the process. But, having chosen to claim the product, the 
patentee’s claim to the chemical compound itself is upheld by all the 
judges of the court.** 

There have been many other decisions upholding patents on single 


chemical compounds, in which the defense that a chemical compound 


42 Jd. at pp. 707-708. Cf. In re Michalek, 161 F. (2d) 253, 73 U. S. P. Q. 
253 (.. C. &..A. T98F). 


43 Since no evidence was in the record of the process used in making de- 
fendant’s aspirin, it might be argued that this case can not be cited for a 
square holding that a chemical compound can be patented independently of 
the process employed in producing it, and the court did not actually discuss 
this question. However, the court seemed unconcerned as to what process 
had been used, except for the point made in the concurring opinion that had 
defendant used an old process he would naturally have made an old product 
and thus not infringed the patent for the new product. If a claim of this type 
is limited to products made by the disclosed process, then it should be required 
that proof be submitted of use of that process by defendant before infringement 
can be found, and such proof was entirely lacking here. 


Frank, J. in the Schering Corp. v. Gilbert dissent, urged this requirement as 
follows: “If the claim could be and were validated by narrowing it to one 
for the product when made according to a method described in the specifica- 
tions, then defendants should win for lack of proof of infringement. . . . No 
proof whatever was made or offered that defendants used plaintiff’s process 
or any reasonably similar equivalent. Absent such proof, where a patent is 
for a product resulting from a specific process or its equivalents, infringement 
does not exist.” Schering Corp. v. Gilbert, supra note 1, at p. 436. 


The only alternative to this position is for the court to put the burden of 
proving use of a different process on defendant, and lacking that, to hold that 
proof of identity of product establishes a prima facie case of infringement. 
This reasoning is also a possible explanation of Maurer v. Dickerson, as indi- 
cated supra note 37. Cf. notes 59 and 64 infra. 
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per se is not patentable subject matter has not been raised.** The 
Court of Customs and Patent Appeals has in many one decision 
tacitly assumed that a chemical compound is patentable as such.*® 


Dyestuffs 


The case before the United States Supreme Court in which the 
claimed material was closest to a single chemical compound is Alex- 
ander Cochrane v. Badische Anilin & Soda Fabrik,** in which the 
claim was for: 


Artificial alizarine, produced from anthracine or its derivatives 
by either of the methods herein described, or by any other method 
which will produce a like result. 


The patent described a process for the production of what was said 
to be pure alizarine (a dyestuff), having the general chemical formula 
CisHgO,4, and being the same as natural alizarine. It was made by 
way of the bromo-derivatives of anthracine. The original patent 
claimed only the process, and it was reissued to obtain the claim 
quoted above. Since the various courts took the view that if the pat- 
ented material was actually identical with natural alizarine the patent 
was invalid for lack of novelty, it was urged by the patent owner that 
the product in question actually was not pure alizarine, but rather a 
mixture of alizarine with other dyes such as anthrapurpurine. This 
construction was upheld in all the lower court decisions ** on the pat- 


44 For instance, the recent case of Smith, Kline & French Laboratories v. 
Clark & Clark, 157 F. (2d) 725, 70 U. S. P. Q. 382 (C. C. A. 3d, 1946), 
cert. den. 329 U. S. 796, 67 Sup. Ct. 482 (1946), rehearing den. 329 U. S. 834, 
67 Sup. Ct. 622 (1947), in which the claim held valid was: “As a new compo- 
sition of matter, a salt of 1-phenyl-2-aminopropane.’ 

45 Thus, in Application of Jones, 149 F. (2d) 501 (C. C. P. A. 1945), cited 
by the majority in the Schering Corp. case along with Maurer v. Dickerson, 
the court held at p. 504, with respect to claims to certain chemical compounds : 
“For the reasons hereinbefore given we hold that it involved invention to pro- 
duce 1-naphthyl methyl thiocyanate and 1-naphthyl methyl isothiocyanate. . . .” 
In the well-known triple cases of In re Hass, 141 F. (2d) 122, 127, 130 (C. €. 
P. A. 1944), wherein the applicant argued for claims to various chemical com- 
pounds (a typical claim: “2-nitropropene”) which were merely new homologs 
of old compounds and which possessed no unexpected Properties, the Court of 
Customs and Patent Appeals said in the first case at p. 125: “. . . in order 
to be patentable, novel members of a homologous series of chemical com- 
pounds must possess some unobvious or unexpected beneficial properties not 
possessed by a homologous compound disclosed in the prior art.’’ In the second 
case the court said at p. 129: “Whether novel chemical compounds are patent- 
able over prior art isomers and homologues, is a question to be determined in 
each case.” In none of these was there any discussion of the propriety of 
claiming a new and “inventive” chemical compound as such. 

11 U. S. 293, 4 Sup. Ct. 455, 28 L. ed. 433 (1884). 

47 Badische v. Cochrane, 2 Fed. Cas. 339, No. 719 (C. C. S. D. N. Y. 1879); 
Badische v. Cummins, 2 Fed. Cas. 343, No. 720 (C. C. D. Mass. 1879); Ba- 
ische v. Hamilton, 2 Fed. Cas. 346, No. 721 (C. C. D. Mass. 1878); Badische 
v. Higgin, 2 Fed. Cas. 348, No. 722 (C. C. S. D. N. Y. 1878). 
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ent, holding the claim valid. These decisions also stated that it was 
permissible to patent a product independent of any particular process 
by which it was or might be produced. In the case before the Su- 
preme Court, the defendant’s product was made abroad, by way of 
bi-sulfo derivatives, and contained 60 per cent anthrapurpurine. The 
Court found that the defendant’s dye was not the same as the plain- 
tiff’s, and that if the claim covered defendant’s product then the claim 
was too broad, in that it would be broader than the disclosure. The 
Court also held that there was no way described in the patent to 
identify it, saying in a passage which has become famous perhaps 
more from the paucity of cases on this subject decided by the Supreme 
Court than from any inherent penetrative insight : 


... Every patent for a product or composition of matter must 
identify it so that it can be recognized aside from the description 
of the process for making it, or else nothing can be held to in- 
fringe the patent which is not made by that process . . .*® 


This statement of the Court certainly indicates its belief that a com- 
pound resulting from chemical reactions may be patented as a compo- 
sition of matter, although the idea that it might not was not squarely 
presented to the Court. 

In this particular case, the product of the chemical reaction was 
found to be a mixture of two or three different individual chemical 
compounds. However, is there any sound reason why a different view 
should or would be taken if only one chemical compound were pro- 
duced? Would the product be any less of a “composition of matter?” 
Considerable light on the attitude of the Court toward this possibility 
is found in the decision, because the Court took the position that not 
only was the plaintiff's product described in the patent itself as a sin- 
gle chemical compound, i.e., alizarine, but also that the evidence in 
the case showed it to be so, rather than the mixture of compounds 
urged by the plaintiff in order to cover defendant’s compositions : 


. . . According to the description . . . [in the patent] and the 
evidence, the article produced by the process described was the 
alizarine of madder, having the chemical formula Cyg4HgQOxq. It 
was an old article. While a new process for producing it was 
patentable, the product itself could not be patented, even though 
it was a product made artificially for the first time, in contradis- 
tinction to being eliminated from the madder root. Calling it arti- 


48 Supra note 46 at p. 310. Perhaps this statement is too broad. Should 
it be permissible to carry out the process described in the patent (if described 
in adequate detail), and then analyze and test the resulting product to obtain 
identifying data from which infringement by an accused compound could be 
determined independently of the process by which the accused product may 
have been made? See text to note 58 infra. 
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ficial alizarine did not make it a new composition of matter, and 
patentable as such, by reason of its having been prepared arti- 
ficially for the first time from anthracine, if it was set forth as 
alizarine, a well-known substance. [Emphasis added].** 


This is probably the closest indication by the Supreme Court of its 
viewpoint on the patentability of a chemical compound per se as a 
composition of matter, and while dictum, the only reasonable conclu- 
sion to be drawn is that a new and inventive single chemical compound 
would have been held by the Court to be patentable. 

The Cochrane v. Badische, supra, viewpoint was followed in Holli- 
day v. Pickhardt *° in 1887, another dye case. There plaintiff’s pat- 
ent claimed®™ a dye compound as a “new article of manufacture.” 
The defendant had also obtained a patent on the same product,*? and 
plaintiff sued for infringement and also asked cancellation of defend- 
ant’s patent. Both patents identified the product by properties such 
as color, dyeing characteristics, and action in the presence of acids, 
and the defendant’s specification said that “this product is the com- 
pound whose name, in strict chemical language, is ‘tri-sulpho acid of 
rosaniline.’”” The court pointed out that “Both patents claim a chem- 
ical compound as a new article of manufacture,” but of course most 
dyestuffs are of complicated structure and are often composed of a 


plurality of chemical compounds of very closely related nature. 


The court found actual identity of product, and construed the claim 
as follows: 


The first claim of the Holliday patent is not limited to one for 
the new compound or article of manufacture produced by the 
process of the second claim. It is a valid claim for the real in- 
vention of Holliday. In the language of the court in Cochrane 
v. Badische Co....: “Every patent for a product or composi- 
tion of matter must identify it so that it can be recognized aside 
from the description of the process for making it, or else nothing 
can be held to infringe the patent which is not made by that proc- 
ess.” This claim fulfills that condition. The product can be 
identified by the characteristics specified. It dyes by the addition 
of acid to the bath, and retains the original fuchsine color. .. . 
The patent does not fall within the category of those in which 
the claim is limited by its terms to a product produced by a speci- 


49 Supra note 46 at p. 311. The Court here cited The Wood Paper Patent, 
infra note 81. 


5029 Fed. 853 (C. C. S. D. N. Y. 1887). 


51“T claim as my invention the sulpho- conjugated compound of rosaniline, 
possessing the properties specified, as a new article of manufacture. . . . 


52“What I claim . . . is, as a new article of manufacture, the dye-stuff or 
red coloring matter, having the characteristics above set forth. 
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fied process, . . . nor of those in which the article is old, but is 


made by a new process, or made by machinery, instead of by 
hand.** 


The holding in this case loses some of its force from the fact that de- 
fendant apparently used either the same process as that described by 
plaintiff in manufacturing the infringing compound, or at least a proc- 
ess deemed by the court to be the “equivalent.” 

The same doctrine of Cochrane v. Badische was applied to a dye 
patent ten years later in 1897 by the Second Circuit Court of Appeals 
in Matheson v. Campbell,5> where, however, the product claim was 
held not infringed because defendant’s compound did not meet all the 
tests set forth by plaintiff in his patent for his new compound, which 
was a complicated dyestuff. There, too, there was “no evidence at all 
in the case by what process the dyestuff [of defendant] was made.” 
The court said: 


An inventor takes certain starting materials, and subjects them 
to a process he has devised. The result is a product. If he 
sufficiently describes the starting materials and the process in his 
patent, he may claim the product, being new; but, if he simply 
defines what he claims as the “product of his process,” he might 
find it an extremely difficult matter to prove infringement. . . .*° 


and then quoted from the Cochrane case, followed by a discussion of 


the various physical and chemical tests which can be applied to a 
chemical compound in determining infringement. The meaning of 
the above quotation is not entirely clear, but it appears to indicate that 
infringement of a claim for the “product of his process” would be 
hard to prove if the process itself were not accurately described. The 
broader claim to the product per se is preferred by the court if the 
product is adequately characterized : 


In framing the patent in suit, care was taken to avoid the diffi- 
culty pointed out in Cochrane v. Badische . . . Certain identifying 
tests were set forth, so that the inventors might be able to con- 
tend that a chemical compound which responded to them all was, 
prima facie at least, an infringement of their patent. . . .57 


“Prima facie” here is not thought to mean more than that defendant 
might prove a difference in his product by means of suitable tests not 
specified in the patent specification itself. In this case the defend- 
ant’s product did not meet even all of the tests given in the patent, 


53 Citing Pickhardt vy. Packard, discussed infra note 60. 
54 Supra note 50 at p. 860. Citing Rubber Co. v. Goodyear, discussed infra 


ote 68. 

5578 Fed. 910 (C. C. A. 2d, 1897). 
56 Td at p. 917. 

57 Td. at p. 918. 

58 See note 48, supra. 


5 


n 
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although there was considerable difficulty in evaluating the tests, so 
the holding was non-infringement. 

Perhaps the most confusing of the decisions on dyestuffs is Pick- 
hardt v. Packard,® handed down in 1884 by the same court (S.D. 
N.Y.) that later decided Holliday v. Pickhardt, supra™ in 1887. In 
the earlier case, the claim® was to a coloring matter “obtained from 
the action of nitric acid” on certain sulfo acids of naphthol. Thus, 
the claim itself incorporated the process step of reacting with nitric 
acid, although the added expression “or by any other method which 
will produce a like result” would on first glance, at least, appear to 
be capable of modifying the nitric acid step so as to allow substitu- 
tion of a different process step for it, provided the same compound 
was produced. The real novelty, other than the fact that the dye 
itself was novel, seems to have been in the particular sulfo acids, 
which were different from any other sulfo acids formerly known. As 
stated in the decision: 


. .. So far as appears, Caro was the first discoverer of the 
process by which the distinctive sulpho-acids of alpha-naphthol, 
capable of treatment with nitric acid, without the destruction of 
their sulpho groups, could be produced. Consequently he was 
entitled . . . to make a broad claim for the product when made 
by his process, whether, as part of the process, the treatment of 
the sulpho-acids with nitric acid should be according to his 
method or should be by any other equivalent method, which 
would produce his product. 

The claim . . . is not to be construed as one for his coloring 
matter, obtained by any method or process of treating the alpha- 
naphthol sulpho-acids with nitric acids, but for any method of 
treating which is the equivalent of the process described because 
it produces [italics supplied] like result. . 


The most reasonable interpretation of this language, which con- 
tains apparent inconsistencies, is that the judge believed that the claim 
required some kind of treatment with nitric acid to form the dinitro 
derivative, but that a product to be held to be infringed would not 


59 This Matheson v. Campbell case was cited by the defendant in Maurer v. 
Dickerson, supra note 28 at p. 871, in support of contentions of non-infringe- 
ment based on problems of testing the product, but the court said that “The 
facts there differed radically from the facts in this case. The Hinsberg patent, 
unlike the patent involved in Matheson v. Campbell, is distinctly limited to one 
individual product, fully described and unmistakably identified.” 

60 22 Fed. 530 (C. C. S. D. N. Y. 1884). 

61 Supra note 50. 

62 The claim was: “As a new manufacture, the coloring matter, or sulpho- 
acid of dinitro alpha naphthol, obtained from the action of nitric acid upon the 
within-described alpha-naphthol sulpho-acids, substantially in the manner set 
forth, or by any other method which will produce a like result.” 

68 Supra note 60 at p. 531. 
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necessarily have had to be prepared by a nitric acid treatment corre- 
sponding in all respects to the specific conditions, acid strengths, etc., 
disclosed in the patent specification.** And this is the view taken by 
the same court three years later in Holliday v. Pickhardt,® when it 
remarked about a different patent then in suit: 


. The patent does not fall within the category of those in 
which the claim is limited by its terms to a product produced by 
a specified process, (Pickhardt v. Packard ...) [Emphasis 
added.] °° 

Vulcanized Rubber 


The courts have commented on the patentability of a product inde- 
pendent of process in another line of chemical cases involving a com- 
plex high molecular weight material composed of numerous different 
individual chemical compounds, but all being of one or two general 
types. Examples of such materials are vulcanized rubber and syn- 
thetic resins.® 

In the famous case of Rubber Co. v. Goodyear ® in 1869, the basic 
patents of Goodyear on vulcanized rubber were adjudicated. The 
original patent had been reissued as two patents, one for process and 
the other for product, and they were attacked as invalid “because 
one is for a process, and the other for the product of that process.” 

The Court said: - 


Patentable subjects, as defined by the patent law, are “any new 
and useful art, machine, manufacture, or composition of matter, 
or any new and useful improvement on any art, machine, manu- 
facture, or composition of matter.” A machine may be new, and 
the product or manufacture proceeding from it may be old. In 
that case the former would be patentable and the latter not. The 


64Tt was not shown that defendant’s product was produced by the process 
disclosed in the patent, nor was the contrary shown. The proofs showed only 
that the alleged infringing dye had the characteristics of the patented dye, by 
tests showing chemical identity. “As these results were new until Caro’s 
process was employed, a sufficient prima facie case is shown upon the question 
of infringement.” Thus we have a case in which the court was satisfied by 
mere proof of the composition of the chemical compound that a prima facie 
case, at least, had been made of infringement of a claim requiring, in terms and 
by interpretation, the use of a given process (treatment with nitric acid) to 
produce the product. Supra note 60 at p. 532. Cf. notes 37, 43 and 59, supra. 

65 Supra note 50. 

66 Td. at p. 860. 

67 “Bakelite” is a synthetic resin which is a condensation product of phenol 
and formaldehyde. Patents of Dr. Baekeland on varnishes made up of Bakelite 
and certain solvents were in suit in General Bakelite v. Nikolas, 225 Fed. 539 
(E. D. N. Y. 1915), in which the court said that the product, Bakelite, dif- 
fering from any material previously known, was patentable per se, independ- 
ently of the process of making it. 

689 Wall. 788, 19 L ed. 566 (1869). 

69 The product patent claimed “. . . the new manufacture of vulcanized 
India-rubber (whether with or without other ingredients), chemically altered 
by the application of heat, substantially as described.” 
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machine may be substantially old and the product new. In that 
event the latter, and not the former, would be patentable. Both 
may be new, or both may be old. In the former case, both would 
be patentable; in the latter neither. The same remarks apply 
to processes and their results. Patentability may exist as to 
either, neither, or both, according to the fact of novelty, or the 
opposite. The patentability, or the issuing of a patent as to one, 
in nowise affects the rights of the inventor or discoverer in re- 
spect to the other. They are wholly disconnected and independ- 
ent facts. Such is the sound and necessary construction of the 
statute. 

This objection to the patent, we think, is also not well taken.” 


Of course, “vulcanized” rubber by its very terms implies that the 
material has been subjected to a process of vulcanization, and the 
claim itself called for a material which had been “altered by the appli- 
cation of heat.” Add to this the fact that there was probably no other 
way known to make vulcanized rubber, at that time at least, other 
than by the application of heat, and it is clear that the Supreme Court 
had before it a claim to a chemical product produced by a certain 
method ; hence, its broader statements were by way of dictum. 

Again, however, this is dictum of the strongest and clearest sort, 
leaving no doubt as to where the Court stood on the question of prod- 
uct versus process, and it is submitted that nothing is to be found in 
later Supreme Court decisions casting substantial doubt on this doc- 
trine. 

One of the clearest expositions on the problem under discussion is 
to be found in Goodyear v. Central Railway Co.,"' involving a claim 
in the Goodyear patent for vulcanized rubber which did not clearly 
distinguish between process and product, but which was held to in- 
clude the product. There it was said by way of example: 


. Steel is a well-known substance, and one who could devise 
a new and cheaper method of combining the iron and carbon, in 
order to form it, could patent his process only; and every other 
person would be at liberty to devise any different process for 
effecting the purpose. 

But if steel, as a substance, was before unknown, the person 
who first discovered that a composition of iron and carbon could 
be made to assume such valuable qualities would have a right to 
patent not only his process, but his product. And no person who 
had thus taken the benefit of the patentee’s discovery, and by it 
was informed of the valuable qualities of this compound of iron 
and carbon, could, by varying or improving the mode of process 
of its production, rob the patentee of his franchise.** 


70 Supra note 68 at p 
7110 Fed. Cas. 664, Ric 8 563 (Cc. Cc. Xt. J. 3883). 
72 Td. at p. 667. 
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Merrill v. Yeomans 


An important case decided by the Supreme Court in 1876 and re- 
lied on in Maurer v. Dickerson, supra, is that of Merrill v. Yeomans,"* 
involving a patent claim which referred to “manufacture,” which 
word might have meant the disclosed process of distilling oil or might 
have meant the deodorized oil so produced. Since the Court decided 
that it meant the process, the portion of the decision upholding a prod- 
uct claim is, as Judge Frank has emphasized, only dictum, but again 
it is very clear and strong dictum, not binding on a lower court but at 
least highly persuasive of the Supreme Court’s views at that time. 


Product Limited by Process 


The converse of the question of whether there can be a valid “prod- 
uct” claim, independent of process, has also been raised. That is, can 
a product properly be claimed as the product of a disclosed process? 
There might be three kinds of such products: (a) an old product, 
(b) a new but non-inventive product, and (c) a new and inventive 
product (which would be patentable per se according to most deci- 
sions). 

In Musher Foundation v. Alba,"* Judge L. Hand indicated that: 


. it is not often that the product merely as such: that is, 
merely as a new conception—will satisfy the test of invention.”® 


The implication, of course, is that there sometimes are such cases. 
The decision is particularly concerned with the advantages of claim- 


7394 U. S. 568, 24 L. ed. 235 (1876). 


P If the appellant’s patent was for a new oil . . . the defendants may 
be liable ; for they bought and sold, without license or other authority from 
him, an oil which is proved to be almost if not quite identical with the one 
which he produced.” [Emphasis added.] (p. 568.) 

“The counsel for appellant . . . allege that the patent covers the oil de- 
scribed, by whatever mode it may be produced. It is necessary to insist on 
this view, because it is made to appear in the case that the oils sold by the 
defendants were produced by a process very different from that described by 
the appellant. 


as . If the article was the discovery which he sought the exclusive right 
to — use, and sell, he was entitled to that monopoly, however produced.” 
(p. 571.) 


° . If the patentee is also entitled to a patent for the product of this 
distillation, and has failed, as we think he has, to obtain it, the law affords 
him a remedy, by a surrender and reissue. When this is done, the world will 
have fair notice of what he claims, of what his patent covers, and must govern 
themselves accordingly.” (p. 573.) 


74150 F. (2d) 885 (C. C. A. 2d, 1945), cert. den. 326 U. S. 770, 66 Sup. Ct. 
175, 90 L. ed. 465 (1945). 


75 Jd. at p. 889. 
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ing a product as the product of a disclosed process, and urges that it 
may be done. In contrast is set up the proposition that: 
. the doubtful question is, when a patent describes a proc- 


ess, whether it can cover any other product than that made by 
the process.”® 


At first blush this appears damaging to a proponent of the theory of 
independence of product and process, but the quotation continues 
with: 

The patentee by hypothesis had contributed only the process 
The court here is referring to a patent specification which describes 
only the process as the invention, and which shows no particular in- 
vention in the product,’* and perhaps has the further defect of not 
describing the particular properties of the product. (The food prod- 
uct claim in suit was held valid.) 

In an earlier case, Buono v. Yankee Maid,"® Judge Hand expresses 
the same view that invention in a product alone is rare. But he also 
very clearly points out the distinction between product and process, 
or product and machine (though the product claim sued upon was 
not a composition of matter, but rather an article of manufacture). 
Doubt is also expressed that one could claim in a product claim an 


old product as made by an inventive process.*° This was held bad by 
the Supreme Court in The Wood Paper Patent. In Musher Foun- 


76 Ibid. 
77 Ibid. 


78Cf. Giant Powder Co. v. California Powder Works, 98 U. S. 126, 25 
L. ed. 77 (1878), in which Nobel’s original patent described as the invention 
the use of dynamite, not emphasizing any novelty in dynamite itself as a novel 
composition, and a reissue patent claiming the composition was held invalid 
as being for a different invention. 

7977 F, (2d) 274 (C. C. A. 2d, 1935). 


80 Jd, at p. 279. “. . . Conceivably it might be possible to patent a product 
merely as the product of a machine or process, even though it were anticipated 
if made in other ways. While it would in that case not be infringed by any- 
thing but the product of the machine or of the process, it might be an important 
protection to the inventor, if the machine or the process was used in another 
country and the product imported. . . . That is probably not the law, though 
it is hard to find instances, probably because the Patent Office does not grant 
product patents in that form. At any rate a product patent not so limited,— 
and the patent in suit is not,—must be new as such, that is, regardless of the 
process or machine which makes it; and it must stand upon its own invention, 
again independently of the machine or process which makes it. . At times 
indeed a process may leave traces in the product and the difficulty is avoided, 
but that is seldom or never true of the product of a machine; ... .” [Em- 
phasis added.] 

81 23 Wall 566, 23 L. ed. 31 (U. S. 1874). The claim called for “A pulp . 
made . . . by boiling . . . wood . . . in an alkali under pressure. 

The Court was not willing to permit such a product claim to cover an old 
product (cellulose) only when made by a new method. Since the “chemical 





EDITORIAL NOTES 369 


dation v. Alba, supra, it was indicated that one can claim in a product 
claim a new but non-inventive product as made by an inventive proc- 
ess. 


Functional Product Claims 


There is a group of cases involving “product” patents in which the 
claims have been held invalid because they covered not only the prod- 
uct independently of process, but went further and claimed any prod- 
uct which would serve the same function or produce the same result 
if used in a given situation. These cases are extremely interesting, 
but the principle in all is the same, and a detailed discussion would 
be outside the scope of this paper. The important thing lacking in 
claims of that sort is an adequate recitation of structure or chemical 
or physical properties of the product outside those representing the 
results to be obtained. In other words, a single product must be 
claimed, and not a large number of products which may have some 
properties differing from one to the other, with the only necessarily 
common property being the ability to accomplish a certain thing, such 
as any glue which will glue as tightly as animal glue,** any carbon 
which will adsorb a large given quantity of a certain substance,** any 
fur skin which will not lose hair and will be as lustrous as an un- 
treated fur,®* or any large crystalled tungsten filament which will not 
“sag” or “offset.” * : 


product” or “manufacture” described in the claim was old, the claim was in- 
valid, regardless of what novel process steps were cited in the claim. 

. . . It is quite obvious that a manufacture, or a product of a process, may 
be no novelty, while, at the same time, the process or agency by which it is 
produced may be both new and useful—a great ‘wees on any previously 
known process, and, therefore, patentable as such. (p. 593.) 

Thus, if one should discover a mode or "contrive a process by which 
prussic acid could be obtained from a subject in which it is not now known 
. — he might have a patent for his process, but not for prussic acid. . . .” 

p. -) 

82 Holland Furniture v. Perkins Glue Co., 277 U. S. 245, 48 Sup. Ct. 474, 
72 L. ed. 868 (1928), reversing Perkins v. Holland, 18 F. (2d) 387 (C. C. A. 6th, 
1927). This decision, as well as the others in this group, comments on the 
patentability of a product per se. “We take it, as the respondent argues, that 
product patents or patents of compositions of matter are distinct from patents 
of the process by which the product may be produced. The former, if suf- 
rea 4 described, may exist and be sustained independently of the latter... .” 

p. : 

83 National Carbon Co. v. Western Shade Cloth Co., 93 F. (2d) 94 (C. C. A. 
7th, 1937), cert. den. 304 U. S. 570, 58 Sup. Ct. 1039, 82 L. ed. 1535 (1938). 
The evil of the functional product claim is perhaps best stated in this case at 
p. 97: “In the present case the product is defined solely in terms of the function 
of the product. . . . Thus, to give effect to the claim, would be to grant 
monopoly upon any carbon, whatever its composition, its structure or the man- 
A - y manufacture, which has the claimed adsorbent power.” [ Emphasis 
added. 

84 Steinfur v. Beyer, 62 F. (2d) 238 (C. C. A. 2d, 1932). 

85 General Electric v. Wabash, 304 U. S. 364, 58 Sup. Ct. 899, 82 L. ed. 
1402 (1938). “. . . a patentee who does not distinguish his product from what 
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Manufactures 


Two cases adjudicating patents on articles of manufacture, which 
squarely uphold “product” patent claims as broader than the method 
disclosed, are General Electric v. Laco-Phillips ** in which the Circuit 
Court of Appeals for the Second Circuit held a claim to a tungsten 
filament infringed by a filament made by a method different from the 
two methods disclosed in the patent,** and Dunn Wire-Cut Lug Brick 
Co. v. Toronto Fire Clay Co.,** where the Sixth Circuit Court of Ap- 
peals gave a broad interpretation to a patent on a certain type of 
brick. In the latter decision the court went so far as to say that: 


. . It is therefore the duty of the court to find, if it reasonably 
can, for a product patent some construction and scope which 
shall avoid . . . destroying its value—if not its validity—by con- 
fining it to the precise method of making which the patent has 
happened to show. . . 

... We cannot find . . . any reason for limiting the patent [to 
the product of the process disclosed] . . . We are convinced to do 
so would . . . be to disregard the basis of the existence of product 
patents as a class by themselves. . . . [Emphasis added].*® 


This decision, then, recognizes two very important features of “prod- 
uct” claims, viz: (1) A product claim is generally of little or no eco- 
nomic value unless it covers the product however produced; (2) 
There would be no real object in having product claims, i.e., claims 
to a “composition of matter” or a “manufacture,” unless they are in 
reality distinct and independent from the specific “art” (process) or 
“machine” producing them. 


Conclusion (1): The Intent of Congress Is That Chemical Com- 
pounds Per Se Are Patentable as Compositions of Matter 


Assuming, arguendo, that there is no judicial precedent squarely in 
point, we turn towards an examination of the questions of Congres- 


is old except by reference, express or constructive, to the process by which he 
produced it, cannot secure a monopoly on the product by whatever means 
produced. . . .”(p. 373.) The obvious implication of this statement of the 
Court (which was followed by the familiar quotation to the same effect from 
Cochrane v. Badische, supra note 48) is that if he can describe it in another 
and independent way, he can get a broad product patent. 

86 233 Fed. 96 (C. C. A. 2d, 1916). 

87 Jd. at p. 107 “The most, therefore, that the file wrapper shows adversely 
against the plaintiff is that the inventors, who pointed out the desired product 
[ tungsten filament ] and showed two ways in which to produce it, failed to 
appreciate that there was still another way in which the same result might be 
attained. The fact that later some one found another and better way to manu- 
facture the product does not, in this case, affect the validity of the patent, which 
originally disclosed the product and at the same time described operative means 
for obtaining it.” 

88 259 Fed. 258 (C. C. A. 6th, 1919). 

89 Jd. at pp. 261, 263, « 
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sional intent and constitutionality of the “composition of matter” pro- 
vision of the patent statutes which were raised in the Schering Corp. 
v. Gilbert dissent. On the one hand, it is necessary that the legisla- 
tive intent be determined and given effect. On the other hand, a con- 
struction of the statute should not be given which would render it 
unconstitutional if it can reasonably be given another construction 
which would not conflict with the constitutional provisions. Is it 
possible to harmonize these requirements in the case of chemical 
compounds ? 

In construing an Act of Congress, a court must use all relevant 
aids to construction.°° Perhaps the most cogent indications of Con- 
gressional intent are the report of the committee in charge, changes 
made in the course of passage of the bill, and statements of the com- 
mittee chairman; only as a last resort are the debates in Congress 
given weight.** However, as has been shown above, little can be 
gleaned from the limited records of the First and Second Congresses 
which would help. 


The Science of Chemistry in 1793 


Other matters contemporaneous with passage of an act may be 
referred to,°* and it would therefore be of great importance to know 
the status of the science of chemistry in the year 1793 in order to 
determine whether there was presented to the minds of Congress the 
question of inclusion of a pure chemical compound in the general term 
“composition of matter.” The days of alchemy and black magic were 
past, and men of science were beginning to learn the nature of a true 
chemical compound. However, the atomic theory and the knowledge 
of the unvarying ratios of weights of elements combined in chemical 
compounds, which are the basis of our present concepts, were only 
fully developed during the early part of the nineteenth century. Many 
chemical compounds were well known in 1793, such as water, salt, 
sulfuric acid, alcohol, ether, alum, ores including metal oxides and 
sulfides, and thousands of others, but it has been generally believed 
that the knowledge was so imperfect that Congress could not be pre- 
sumed to have contemplated the patenting of a chemical compound 
as such.** 

But the early chemists should not be so lightly dismissed. Although 
the “primary principles” or “elements” were still believed to be only 


90 U. S. v. Dickerson, 310 U. S. 554, 60 Sup. Ct. 1034, 84 L. ed. 1356 (1940). 
91U. S. v. St. Paul, 247 U. S 310, 38 Sup. Ct. 525, 62 L. ed. 1130 (1918). 

( a Northern v. U. S., 315 U. S. 262, 62 Sup. Ct. 529, 86 L, ed. 836 
1942). 
93 Ruby, note 112 infra, 
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fire, air, water, and earth, the theory of combination of elements into 
compounds was fully established. Thus, in a chemical dictionary of 
the day is found the following: 


Composition oF BopiEes. Chemical composition is the union 
and combination of several substances of different natures, from 
which a compound body results. From this union of bodies of 
different natures a body is formed of mixed nature, . . . which 
may be called a combination or chemical composition, to avoid 
the equivocal sense of the word mixture... .** 


In the same volume: 


The second kind of simple affinity, producing the union and 
adherence of heterogeneous parts, different in their natures, from 
which results a new compound body, whose properties are differ- 
ent from those of the two principles from which it was formed, 
is called affinity of composition; because a new body is actually 
composed. If, for example, the primitive integrant parts of vitri- 
olic acid be united with those of iron, a new body results from 
this union, which is neither vitriolic acid nor iron, but a com- 
pound of the two, called martial vitriol.®® 


Note the remarkable similarity between this description of a “com- 
pound body” and the different properties of the compound and the 
“principles from which it was formed,” and the definition of a “com- 
position of matter” by Robinson, supra.** 

The members of the Second Congress included a number of men 
noted in scientific learning and achievement, who no doubt were fully 
aware of the current chemical nomenclature. The foregoing excerpts 
from what was then an up-to-the-minute chemical dictionary certainly 
prove that the chemist of that day not only knew many true chemical 
compounds by name and by properties, but also had the same essen- 
tial concept of their nature as the present-day chemist, and referred 
to them interchangeably as “chemical compositions” and “com- 
pounds.” It is therefore concluded that insofar as can now be deter- 
mined, “composition of matter” included chemical compounds per se 
when the term was first introduced into our patent statute.°” 


Contemporary Construction of the Statute 


It will also be of interest to trace the course of thought and action 
under the patent statutes on up to the present time, not only in the 


94 A DicrioNARy OF CHEMISTRY, 3 vols. London (1777), translated from the 
French work believed to be by Macquer. Vol. I, under “Composition of Bodies.” 
Private library of I. L. Wolk, Dayton, Ohio. 

95 Td. Vol. I, under “Affinity.” 

96 Supra, note 21. 

97 Note also that many new chemical compounds were being discovered in 
that early period of chemical investigation. 
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judicial decisions, which have been discussed above, but also in the 
administrative actions of the Patent Office, in the world of science, 
industry, and the patent bar, and in the halls of Congress. In this 
way it may be possible to determine what was, or what can be pre- 
sumed to have been, in the minds of Congress at times of amendment 
or re-enactment of the statute subsequent to its first passage with the 
words “composition of matter” in the year 1793. 

The United States Patent Office has been issuing patents with 
claims drawn to chemical compounds per se for at least 87 years,®® 
and probably several hundred per year have been issued during the 
past few decades. Various persons have felt this practice to be un- 
desirable for one or more reasons, and considerable discussion of the 
matter can be found in the scientific and legal literature. At several 
times, the Congress has been specifically asked to amend the patent 
laws so as to exclude certain patents on chemical compounds per se. 
All of this material indicates the prevalent practice of the Patent Of- 
fice at the time, and also a general belief by legislators and the pro- 
fessions concerned, that such patents were within the scope of patent- 
able subject matter authorized by the statute. The principal argu- 
ment each time has been that such monopolies were onerous, and were 
impeding the progress of science and the useful arts. It has further 
been pointed out that Germany, Great Britain, and many other coun- 


tries have such restrictions in their patent laws.°® Some examples of 
such arguments and proposals may profitably be examined. 


(a) Requests That Congress Amend the Statute 


Congress in 1898 appointed a Special Committee of Commissioners 
to revise the patent and trade-mark laws, and these Commissioners 
reported their recommendations to the Congress in 1900.*°° In this 
report it was brought out that many persons had been heard regard- 
ing possible amendments to the patent laws, and comparisons were 
made of our laws with those of the various foreign countries. These 


98 See, for example, U. S. Patent 29,404, issued July 31, 1860 for an aniline 
dye. 

9° That Germany, where the invention originated, thus excludes claims to 
chemical compounds per se, and that the corresponding German patent con- 
tains only process claims, was noted by Judge Frank in his dissent, Schering 
Corp. v. Gilbert, supra note 1 at p. 435, apparently in support of his thesis that 
the U. S. patent claim was outside the bounds of statutory authority. Logic 
would seem to lead to the contrary conclusion, in view of the fact that the 
German statute contains an express exclusion, whereas ours is silent in the 
face of attempts to introduce into our statute such an express exclusion. 

100 Preliminary Report, Dec. 11, 1899, Sen. Doc. No. 43, 56th Cong., Ist 
Session (does not mention possible amendments re chemical compounds). Final 
Report, Dec. 4, 1900, referred to the Committee on Patents and ordered to be 
printed, Sen. Doc. 20, 56th Cong., 2d Session. 
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comparisons showed that in a number of countries chemical com- 
pounds per se were expressly excluded by statute from the patentable 
subjects matter. No recommendation was made by the Commission- 
ers that our statute be amended to provide a similar exclusion. 

In the 58th Congress a bill was introduced *” for the purpose of 
amending Rev. Stat. § 4886 to include the following: 


Provided, that no patent shall be granted . . . upon any drug, 
medicine, or medicinal chemical, except in so far as the same re- 
lates to a definite process for the preparation of said drug, medi- 
cine, or medicinal chemical. 


The House Committee held hearings, and examined the report, men- 
tioned above,’®? of the Special Committee of Commissioners Ap- 
pointed to Revise the Patent Statutes. It was emphasized in report- 
ing out the bill that the drug “Phenacetin,” the patent for which had 
been held valid in the famous leading case of Maurer v. Dickerson, 
supra,’®* was being sold in the United States for $1.00, and in Canada 
for only 15¢.2% It was also brought out in the Committee Report *°° 
that in the decade ending in 1900 there were granted 312 U. S. pat- 
ents in the class of carbon compounds (organic chemicals), and that 
during the same decade 622 patents were granted in the class of car- 
bon compound dyes (bleaching and dyeing). The Committee Report 
recommended passage of the bill, but no such law was passed. 

A similar attempt was made shortly after the start of World War I, 
when imports of German dyestuffs were being cut off from the United 


States. The proposed bill 1° was for the amendment of Rev. Star. 
§ 4886 as follows: 


Provided, that no patent shall be granted on any application 
filed subsequent to the passage of this act upon any drug, medi- 
cine, medicinal chemical, coal-tar dyes or colors, or dyes obtained 
from alizarin, anthracene, carbazol, and indigo, except in so far 
as the same relates to a definite process for the preparation of 
said drug, medicine, medicinal chemical, coal-tar dyes or colors, 
or dyes obtained from alizarin, anthracene, carbazol, and indigo. 


101 H. R. 13,679, 58th Congress. 

102 Supra note 100. 

108 Supra note 28. 

104 The bill was sponsored by the National Association of Retail Druggists. 


105 House Report 2856, 58th Congress, 2d Session (1904). cf. Bulletin No. 
80, Bureau of Chemistry of the Department of Agriculture, November 6, 1903, 
referring to phenacetin: “The attempts that have been made to secure such 
changes in the patent law as would eliminate these disturbing factors have 
not been successful.” 


106 H, R. 19,187, 63rd Cong., 3rd Session (1915), 
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There was a hearing on this bill before the House Committee on Pat- 
ents,’ at which the proponents urged not only that obstruction of 
the dyeing industry was occurring because of patents on dyestuffs 
coupled with a cutting off of imports, but also the undesirability of 
such patents on medicines, as had been argued before. Also cited was 
the German Statute. Dr. Baekland, as well as others, testified against 
the bill, his principal interest in chemical product patents being that 
the procedural difficulties of proving infringement of a process could 
thereby be avoided. It is not believed that this bill was reported out 
of Committee. 

The same bill was introduced in the 64th Congress,’ but not 
passed. 


(b) Opinions of the Chemical and Legal Professions 


In addition to the foregoing attempts in Congress, the matter has 
been argued in the scientific and legal periodicals. Thus, in the year 
1918, there appeared a vigorous defense of the issuance of patents on 
chemical compounds,’ particularly urging that there is no distinction 
between the patent monopoly on such a compound and the other 
classes of patent monopoly, insofar as the effect on promotion of the 
progress of science and the useful arts is concerned. 

An article on “Patents for Acts of Nature” #*° in 1939 touched off 
a heated debate ** on this precise question of patents for true chem- 
ical compounds. The writer of that article urged non-patentability on 
the ground that the monopoly was one which discouraged the prog- 
ress of science and useful arts, and also on the theoretical grounds of 
the unique nature of chemical compounds, and the “principle of na- 
ture” idea, both of which points are bases for Judge Frank’s dissent 
in the Schering Corp. v. Gilbert case. (The present note is not di- 
rected towards these last points, but is limited primarily to the ques- 
tions of judicial decisions on chemical compounds and on “product v. 
process,” Congressional intent, and constitutionality from the view- 
point of promoting the progress of science and useful arts.) *!? 

107 Hearing Before the Committee on Patents, House of Representatives, 


ag ee 3rd Session, on H. R. 19,187, Paige, held January 13, 14, and 


108 H. R. 11,967 Feb. 21, 1916, 64th Cong., Ist Ses 

109 McElroy, a Patents, Jour. Ind. Eng. Glen. April, 1918. Reprinted 
(1939) 21 J. P. S. 550. 

110 Ruby, Dr. Chas E., Patents p-4 Acts of Nature, Science, April 28, 1939. 
Reprinted (1939) 21 J. P.O. S. 

111 See Simons, J. H., jee as Inventions, (1939) 21 J. P. O. * 542, 
ant Federico, Patents for New Chemical Compounds, (1939) 21 J. P. 


_ 12 For a learned and able exposition of the un-patentable view point, analyz- 
ing numerous decisions in detail as to the chemistry involved, and presenting 
numerous arguments against the patentability of true chemical compounds, see 





376 THE GEORGE WASHINGTON LAW REVIEW 


Major credit for the abandonment of secret processes and products 
by the chemical industry, and the subsequent growth of the industry, 
has been attributed to chemical patents in a recent article.* The 
authors put the case for chemical compounds as follows: 


Inventions in new chemical compounds occupy a unique place 
in the field of invention. Such inventions are generally recog- 
nized as constituting the highest achievement in the chemical art. 
New chemical compounds are inherently useful, if for no other 
purpose than to be used to synthesize other new compounds or 
as intermediates for the more ready synthesis of old compounds. 
Moreover the discovery of a new chemical compound inherently 
advances the art substantially. It could be said that such dis- 
coveries advance the art both vertically and horizontally. In the 
vertical direction there is the possibility of producing new series 
of compounds and each new compound, at least theoretically, 
would permit the formation of still other new compounds. In 
the horizontal direction there is the possibility of producing older 
compounds from any of the newly discovered compounds by 
methods which may prove economically more advantageous. In 
addition, for each new compound discovered, new actual or po- 
tential uses are created, some of which may prove in the future 
to be highly valuable. Is there any wonder then that the science 
of chemistry, especially in the field of medicine, is advancing by 
leaps and bounds, largely owing to the discovery of new chem- 
ical compounds within the past quarter of a century? *** 


Application of well-known principles of statutory interpretation for 
ascertaining legislative intent to the facts just presented leads to a 


fairly certain conclusion regarding the intent to be imputed to Con- 
gress on this question. 


(c) Adoption of Judicial Construction 


From the cases discussed above it is apparent that the courts from 
at least as early as 1884 were concerned with adjudicating patents on 
chemical compounds, and the issue was presented in clear form in 
Maurer v. Dickerson in 1902. It has been held by the Supreme Court 
that where there is reasonable ground for adopting either of two con- 
structions of a statute, the Court may well adopt that which is in har- 
mony with the settled practice of the executive branch of the govern- 
ment and with the course of judicial decisions in the circuit courts 17° 
Ruby, Are True Chemical Compounds, As Such, Inherently Unpatentable Sub- 


ject Matter? I. (1940) 15 Tempre L. Q. 27. II. (1941) 15 Tempre L. Q. 


321. III. (1942) 17 Tempre L. Q. 1. IV. (1943) 17 Tempre L. Q. 385. 
V. To be published in the future. 


118 Boyle and Parker, Patents for New Chemical Compounds, (1945) 27 
J. P. O. S. 831 


114 Jd. at pp. 832-833. 


115 Bate Refrigerating Co. v. Sulzberger, 157 U. S. 1, 34, 15 Sup. Ct. 508, 39 
L. ed. 601 (1895). 
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and this test, applied to the decisions, would tend toward the con- 
clusion that chemical compounds per se are patentable. Failure of 
Congress to amend the patent statutes to exclude them though asked 
to do so repeatedly after the decision in Maurer v. Dickerson, espe- 
cially in view of the fact that the complaints to Congress were specif- 
ically directed against the very chemical compound (phenacetin) the 
patenting of which was upheld in Maurer v. Dickerson, is strong evi- 
dence of intention to adopt the construction voiced in that decision. 


(d) Adoption of Patent Office Construction 


The presumed Congressional intent is particularly clear from the 
uniform construction put on the statute by the Patent Office over a 
period of a great many years (up to the present day), during which 
time the patent statutes have been completely revised (1870),"* re- 
enacted (1874),227 amended( Rev. Stat. § 4886 amended in 1897, 
1930, 1939), and subjected to detailed scrutiny (Committee of 
1898) 22° and specific amendments to do away with the Patent Office 
construction have been rejected.??° 

Even in the absence of re-enactment, the contemporaneous con- 
struction placed on a statute by the administrative branch of the gov- 
ernment charged with its execution is entitled to great weight.’** As 
stated long ago by Judge Hand, — 


. .. In corroboration of this conclusion I may consider the uni- 
form practice of the Patent Office itself for many years. Being 
the construction of a statute adopted by a co-ordinate branch of 
the government, this is an interpretation entitled to much weight 
under well-recognized principles. . . .1** 


In Riter-Conley v. Aiken,’** the principle is well expressed : 


Moreover, it is a well-settled principle of federal statutory in- 
terpretation that the construction given a statute by those 
charged with its execution has weight with courts, and will not 


116 Supra, note 19. 

117 Tbid. 

118 [bid, 

119 Supra, note 100. 

120 Supra, notes 101, 106, 108. 

121U. S. v. American Trucking Assns., 310 U. S. 534, 60 Sup Ct. 1059, 84 
L. ed. 1345 (1940). Cf. Bate Refrigerating Co. v. Sulzberger, supra note 115, 
which emphasized that a settled construction by the executive branch, which 
is in harmony with decisions of the lower courts, should especially be adopted 
“if there be reason to suppose that vast interests may have grown up under 
that practice and under judicial decisions which may be disturbed or destroyed 
by the announcement of a different rule.’ 

1227. Hand., J., in Cheny v. Weinreb, 185 Fed. 531, 532 (S. D. N. Y. 1910) ; 
accord Grant v. Raymond, 6 Pet. 218, 8 L. ed. 376 (1832); Gear v. Grosvenor, 
10 Fed. Cas. 130, No. 5,291 (C. C. D. Mass. 1873). 

128 203 Fed. 699 (C. C. A. 3d, 1913), cert. den. 229 U. S. 617, 33 Sup. Ct. 
776, 57 L. ed. 1353 (1913). 
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be overruled without cogent reasons. . .. Applying this principle 
to the present case, it seems the Patent Office has construed the 
word “manufacture” to cover buildings, and has issued large 
numbers of patents accordingly. Thus, class 20 of the Patent 
Office covers wooden buildings, . . . and includes 97 different 
subclasses. . . . Not only has such been the practice of the Pat- 
ent Office, but the fact that, in the many cases where courts have 
adjudicated patents issued under such assumed power, none has 
ever seemed called upon to question it, affords strong support to 
a construction so long and widely followed.*** 


Congressional adoption of the construction is even clearer when the 
Congress re-enacts a statute without alteration, with knowledge, ac- 
tual or presumed, of an administrative construction which has been 
placed on the statute.1*° For example, the court said in Corning 
Glass Works v. Robertson: 1** 


For 27 years the Commissioner of Patents has, under Section 
13, assumed jurisdiction of cancellation proceedings . . . While 
the Trade Mark Act. . . has been before Congress on a number 
of occasions, sections 13 and 22 have not been amended. This 
is indicative of an adoption by Congress of the construction 
placed upon those sections by the tribunals charged with their 
administration. .. . 


From the foregoing it is submitted that the Congressional intent, 
though not determinable with complete certainty as of 1793, is now 
clear, viz., that the term “composition of matter” includes chemical 
compounds per se. 


Conclusion (2): The “Composition of Matter’ Provision of the 
Statute Must Be Considered Constitutional, Until the 
Contrary Be Clearly Proved. 


There remains the question whether the provision for the issuance 
of a patent on a “composition of matter,” the term including a chem- 
ical compound, is unconstitutional as producing a result contrary to 
the constitutional purpose of promoting the progress of science and 
useful arts.1*7 If so, then the statute of course should not be so con- 


124 at at p. 702. cf. Park-In Theatres, Inc. v. Rogers, 130 F. (2d) 745 
Cc. cA. oth, 1942). 

125 Great Northern v. U. S., 315 U. S. 262, 62 Sup. Ct. 529, 86 L. ed. 836 
(1942) ; Massachusetts Mutual se th 288 U. S. 269, 53 Sup. Ct. 337, 77 
L. ed. 739 (1933); U.S. v. Jackson, 280 U. S. 183, 50 Sup. Ct. 143, 74 L. ed. 
361 (1930). 

cf. U. S. v. Missouri Pacific, 278 U. S. 269, 49 Sup Ct. 133, 73 L. + 322 
(1929); Sanford’s Estate v. Soemeener of Internal Revenue, 308 U. S. 39, 
60 Sup, Ct. 51, 84 L. ed. 20, 28 (19 9). 

12662 App. C. 130, 65 F. (2d) 476 (1933), cert. den. 290 U. S. 645, 54 
Sup. Ct. 63, a L. ed. 559 (1933). 

127 Unirep STATES Constitution, Art. I, Sec. 8. Schering Corp. v. Gilbert, 
supra note 1 at p. 435. 
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strued if reasonably possible to construe it in a manner which would 
leave it constitutional. However, such a general rule of construction 
can not be allowed to override the great body of other indications of 
legislative intent brought forth above. Of course, it is to be pre- 
sumed, and no one would doubt it, that Congress intended to effectu- 
ate the constitutional object of promoting the progress of science and 
useful arts in providing for the patenting of compositions of matter. 
It is equally true, it is submitted, that Congress intended that chem- 
ical compounds should fall within that general term. Judge Frank’s 
statement that “in the field of chemistry, it would seem most unlikely 
that Congress intended that blanket claims to mere products should be 
held valid,” 1** is not supported by the evidence adduced above. 

Does the patenting of a chemical compound tend to “discourage 
arts and manufacturers” as suggested in Schering Corp. v. Gilbert by 
Judge Frank? That this is a factual question of great complexity 
seems too obvious to require statement. On what evidence did the 
learned judge base his conclusion? '*® Is it permissible for him under 
these circumstances to take judicial notice of and rely entirely on 
the great body of facts in the scientific world with which he is known 
to be especially familiar? 

It does not appear from the decision that the constitutionality of 
the statute was attacked in the present suit. In the absence of such 
a direct attack, it is believed that a holding that a certain construction 
of a statute would render same unconstitutional should not be made 
except in a case where there can be no substantial disagreement. Par- 
ticularly is this so in the fields of economics and industry. As empha- 
sized by Chief Justice Hughes in Borden’s Farm Products v. Bald- 
win,13 


. one who assails the classification must carry the burden 
of showing by a resort to common knowledge or other matters 
which may be judicially noticed, or to other legitimate proof, that 
the action is arbitrary. . . . But where the legislative action is 
suitably challenged, and a rational basis for it is predicated upon 
the particular economic facts of a given trade or industry, which 
are outside the sphere of judicial notice, these facts are properly 
the subject of evidence and of findings. With the notable ex- 
pansion of the scope of governmental regulation, and the conse- 
quent assertion of violation of constitutional rights, it is increas- 
ingly important that when it becomes necessary for the Court to 
deal with the facts relating to particular commercial or industrial 


128 Supra, note 1 at p. 435. 

129 Tt is noted that the question is not even mentioned in the lower court 
on of the case, Schering Corp. v. Gilbert, 67 U. S. P. Q. 42 (S. D. N. Y. 
1945). 

130 2903 U. S. 194, 55 Sup. Ct. 187, 79 L. ed. 281 (1934). 
6 
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conditions, they should be presented concretely with appropriate 
determinations upon evidence, so that conclusions shall not be 
reached without adequate factual support. 


Another illustration is found in Hammond v. Schappi Bus 
Line, . .. We held that before the questions of constitutional 
law, both novel and of far reaching importance, were passed upon 
by this Court, “the facts essential to their decision should be 
definitely found by the lower courts upon adequate evi- 
a..." 


Whether or not the issuance of patents on chemical compounds pro- 
motes or hinders the progress of the arts is a matter on which leaders 
in industry, government, legislators, and jurists are not in full agree- 
ment.1** As brought out hereinabove, Congress has not specifically 
deleted this subject matter from the statute, in the face of strong 
requests so to do and in face of the fact that many countries have 
done so. It appears to be the considered judgment of the great 
majority of laymen who have spoken on this subject, of jurists who 
have commented on it (if not ruled on it), and of legislators who 
have heard the evidence and considered amending the patent laws 
to exclude chemical compounds from protection, that the progress of 
science and useful arts is promoted by granting a limited monopoly to 
a new, useful, and “inventive” chemical compound by whatever 
method produced, in exchange for the disclosure of same to the 
public. 

It is accordingly submitted that no court should hold to the con- 
trary until the question of constitutionality of the statute if so inter- 
preted is placed directly in issue, and on a complete record making 
a sufficiently strong and convincing case as to overcome the presump- 
tion of constitutionality.1** Joun D. UpHam. 


181 275 U. S. 164, 171-172, 48 Sup. Ct. 66, 72 L. ed. 218 (1927). 


182 Supra, note 130 at pp. 209, 212; accord, Anniston v. Davis, 301. U. S. 
337, 353, 57 Sup Ct. 816, 81 L. ed. 1143 (1937). 


183 This question involves a weighing of the benefits to be gained by science 
from the prompt disclosure of new chemical compounds, against the cost to 
science of a limited 17-year monopoly in such a compound. Of course, the 
Constitutional provision contemplates a limited impedence, and it is just a 
question of whether the impedence of a patent on a chemical compound is any 
greater than that of any other type of broad claim (which may well be doubt- 
ed), and if so, whether it is so much greater as to defeat the objective of 
granting the patent. 


184 “T ong acquiescence in the constitutionality of legislation creates a strong 
assumption in favor of its validity,” said the Circuit Court of Appeals for the 
Ninth Circuit in Marx v. U. S. 96 F. (2d) 204, 37 U. S. P. Q. 380 (C.C. A 
9th, 1938), pointing out in that case that “The particular act [ copyright act ] 
has been on the statute books since 1909, and so far as we know has not here- 
tofore been subjected to attack.” 
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District oF CoLuMBIA CITIZENS DENIED DIVERSITY JURISDICTION 


Recent cases have held Congress powerless to make federal courts 
available to citizens of the District of Columbia and the Territories in 
diversity of citizenship cases. This anomalous situation arose through 
interpretation of a short decision by Chief Justice Marshall in the 
case of Hepburn and Dundas v. Ellzey in 1804.? In that case it was 
indicated that the District of Columbia was not a “State” within the 
meaning of Article III of the Constitution which grants power to the 
federal courts in controversies “between citizens of different States,” 
so that a District of Columbia citizen could not maintain an action in 
the federal courts on diversity grounds. This decision was adhered 
to by the eminent Chief Justice in a case involving a citizen of the 
Territory of Mississippi and a citizen of the state of Kentucky.* Later 
cases have followed this precedent with little or no examination of the 
reasons behind it, considering the question settled because of the 
standing of the originator.‘ They add little to the strength of the 
earlier holding. 

The right of recourse to the federal courts when suing or being sued 
by a citizen of another state is a valuable one. In recent years an 
attempt has been made to abolish diversity jurisdiction® and literature 
for and against the proposal is legion. Writers who advocate aboli- 
tion of diversity jurisdiction maintain that there is now no likelihood 


of difficulty arising through failure of state courts to give fair hearings 
to litigants from other states.° But the supporters of diversity juris- 


1 National Mutual Insurance Co. of the District of Columbia v. Tidewater 
Transfer Co., — F. (2d) —, (C. C. A. 4th, Docket No. 5674, decided Dec. 31, 
1947) ; Central States Co-operatives v. Watson Bros. Transportation Co., — 
iy —, 16 L. W. 2290 (C. C. A. 7th, Docket No. 9291, decided Dec. 12, 

22 Cranch 445, 2 L. ed. 332 (U. S. 1804). 

3 New Orleans v. Winter, 1 Wheat. 91, 4 L. ed. 44 (U. S. 1816). 

4 Hooe v. Jamieson, 166 U. S. 395, 17 Sup. Ct. 596, 41 L. ed. 1049 (1897) ; 
Cameron v. Hodges, 127 U. S. 322, 8 Sup. Ct. 1154, 32 L. ed. 132 (1888); 
Barney v. Baltimore City, 6 Wall. 280, 18 L. ed. 825 (U. S. 1868); Anderson 
v. U. S. Fid. and Guar. Co., 8 F. (2d) 428 (S. D. Fla. 1925); Merrill v. At- 
wood, 297 Fed. 630 (R. I. 1924); Mutual Life Ins. Co. v. Lott, 275 Fed. 365 
(S. D. Cal. 1921); Am. Natl. Bank v. Tappan, 174 Fed. 431 (C. C. Mass. 
1909) ; Seddon v. Virginia, T. & C. S. & I. Co., 36 Fed. 6; 1L. R. A. 108 
(C. C. W. D. Va. 1888) ; Cissel v. McDonald, 5 Fed. Cas. 717, No. 2,729 (C. C. 
S. D. N. Y. 1879); Vasse v. Mifflin, 28 Fed. Cas. 1106, No. 16,895 (C. C. E. D. 
Pa. 1825); Wescott v. Fairfield Tp., 29 Fed. Cas. 709, No. 17,418 (C. C. N. J. 
1811); cf. Watson v. Brooks, 13 Fed. 540 (C. C. Ore. 1882). 

5S. 3151, 70th Cong. (1928), S. Rept. 626, 70th Cong., Ist sess. (1928). For 
the numbers of later bills see 30 Jour. Am. Jup. Soc. 169 (1947). 

® Other reasons advanced to support abolition are that litigation in the federal 
courts is more expensive, that such cases are so numerous as to contribute sub- 
stantially to the overcrowding of federal dockets, that this jurisdiction really 
constitutes a means for corporations to dodge larger verdicts often given in 
state court cases, that such jurisdiction makes property rights more valuable than 
human rights, and that uniformity of decisions on questions of state law is de- 
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diction are equally vehement in upholding it, maintaining that human 
nature is still the same today and it cannot be said that individual out- 
siders or corporations may not need protection.’ While there is con- 
siderable merit on both sides, the Erie revolution* and the adoption 
of the Federal Rules of Civil Procedure (both occurring after the 
argument for abolition reached its climax) with provisions for liberal 
joinder of causes and parties, discovery procedure and summary judg- 
ments, nullify many of the arguments for abolition, and do much to 
enhance the value of recourse to the federal courts, cut down the 
expense and aid the clearing of overcrowded dockets. It is also be- 
lieved that a new symmetry and flexibility is attained in state law by 
the diversity system, whereby a federal court often passes on new 
problems before they arise in the state courts. The state court, al- 
though not obligated to follow such decisions, often does so and the 
result is usually a greater uniformity of decisions among the different 
states, particularly in commercial fields where uniformity is virtually 
imperative. It is submitted that retention of diversity jurisdiction is 
desirable and that, if it is to be retained, equality among citizens of 
the United States demands that District of Columbia citizens be 
accorded the same right of access to the federal courts as citizens of 
states now possess. 


stroyed. The arguments are summarized and analyzed in Frankfurter, Distribu- 


tion of Judicial Power Between United States and State Courts (1928) 13 
Corn. L. Q. 499. See Clark, Diversity of Citizenship Jurisdiction of the Fed- 
eral Courts (1933) 19 A. B. A. J. 499 for a compilation of statistics and analysis 
indicating that though the number of diversity cases is not as large as had been 
supposed, most of them involve corporations. See also Note (1945) 40 Ix. 
L. Rev. 387 

7 Other arguments urged in support of retention are that it is essential to the 
development of national commerce, that uniformity of decision will be destroyed 
by its abolition, and that the selection of judges by the election system and their 
short tenure in many states makes state judges particularly sympathetic to the 
causes of local litigents, while the selection and tenure of federal judges is a 
great factor in securing impartiality. For a series of articles summarizing the 
views of the defenders of diversity jurisdiction see Yntema, The Jurisdiction 
of the Federal Courts in Controversies Between Citizens of Different — 
(1933) 19 A. B. A. J. 71; Part II, 19 A. B. A. J. 149; Part III, 19 A. B.A. J. 
265. The author also argues that diversity jurisdiction is essential to the devel- 
opment of national commerce and that its abolition would be unconstitutional. 
See also Newlin, Proposed Limitations upon Our Federal Courts (1929) 15 
A. & &% 401 for the view that abolition is unconstitutional. But in 
Brown, The Jurisdiction of the Federal Courts Based on Diversity of Cit- 

senship (1929) 78 Pa. L. Rev. 179 it is stated that abolition is constitutional 
but not desirable because diversity jurisdiction encourages investment in sec- 
tions of the country remote from financial centers. But see Frankfurter, supra, 
note 6, where it is stated that investment is not encouraged because investors 
do not contemplate litigation when lending. In Yntema and Jaffin, Preliminary 
Analysis of Concurrent Jurisdiction (1931) 79 Pa. L. Rev. 869, it is argued 
that the lukewarmness for diversity jurisdiction supposed to have been shown 
by the Constitutional framers was due only to a desire to assure the ratification 
of the Constitution. 


(1938) R. R. v. Tompkins, 304 U. S. 64, 58 Sup. Ct. 817, 82 L. ed. 1188 
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The Act of 1940 


Discontent with the obviously unfair discrimination resulting from 
the Hepburn case increased over the years, and as a result Congress, 
in 1940, passed an amendment to the Judicial Code, giving the federal 
courts jurisdiction in cases where the matter in controversy exceeds 
$3,000 and “is between . . . citizens of the District of Columbia, the 
Territory of Hawaii, or Alaska, and any State or Territory.” *® The 
purpose of the Gwynne Act was to give the citizens designated “the 
same right to bring a suit in a Federal district court of any State on 
the ground of diversity of citizenship as now obtains in the case of a 
citizen of a State,” *° despite its peculiar ambiguous wording."? The 
report on the bill stated that there was no constitutional objection to 
it, but it erroneously stated that the Constitution guarantees to citi- 
zens of states the right to demand the exercise of diversity jurisdic- 
tion, and that this did not prohibit Congress from extending diversity 
jurisdiction to citizens of the District of Columbia and the Territories, 
under its express right to exercise “exclusive legislation in all cases 
over such district” and the territories. It seems unfortunate that the 
legislators used such faulty reasoning to justify an act which might 
well be held valid for other reasons. 


Nullification of the,1940 Act by the Courts 


In the short period which has elapsed since the passage of the Act, 
it has been the subject of numerous decisions and law review com- 
ment.’* The present count shows three decisions for its constitution- 
ality’® and eight declaring it beyond the power of Congress.* Two 


9 (Italics supplied). 54 Strat. 143 (1940), 28 U. S. C. §41(1) (1940). 

10H. Rept. 1756, 76th Cong. (1940). 

11 See Note (1947) 60 Harv. L. Rev. 424, 427. 

12 Dykes and Keeffee, Diversity of Citizenship Clause—1940 Amendment. 
(1946) 21 TuLANeE L. Rev. 171; Note (1940) 29 Gro. L. J. 193; Note (1946) 
55 Yate L. J. 600; (1943) 11 Geo. Wasn. L. Rev. 258; (1946) 46 Con. L. 
Rev. 125; (1943) 5 La. L. Rev. 478; (1947) 22 Notre D. Lawy. 232; (1942) 
21 Tex. L. Rev. 83; (1948) 34 Va. L. Rev. 91. 

13 Duze v. Woolley, 72 F. Supp. 422 (Hawaii 1947) ; Glaeser v. Acacia Mutual 
Life Ass’n, 55 F. Supp. 925 (N. D. Calif. 1944); Winkler v. Daniels, 43 F. 
Supp. 265 (E. D. Va. 1942). 

14 National Mutual Ins. Co. of D. C. v. Tidewater Transfer Co.; Central 
States Co-operatives v. Watson Bros. Transp. Co., both supra note 1; Feely v. 
Sidney S. Schupper Interstate Hauling System, 72 F. Supp. 663 (Md. 1947) ; 
Willis v. Dennis, 72 F. Supp. 853 (W. D. Va. 1947); Wilson v. Guggenheim, 
70 F. Supp. 417 (E. D. S. C. 1947); Ostrow v. Samuel Brilliant Co., 66 F. 
Supp. 593 (Mass. 1946); Behlert v. James Foundation of N. Y., 60 F. Supp. 
706 (S. D. N. Y. 1945); McGarry v. City of Bethlehem, 45 F. Supp. 385 
(E. D. Pa. 1942). In Federal Deposit Ins. Corp. v. George-Howard, 55 F. 
Supp. 921 (W. D. Mo. 1944), rev’d 153 F. (2d) 591 (C. C. A. 8th 1946), 
cert. den. 329 U. S. 719, 67 Sup. Ct. 53 (1946), the 1940 Amendment was ap- 
parently overlooked by the District Court, and the decision was reversed on 
other grounds. 





384 THE GEORGE WASHINGTON LAW REVIEW 


Circuit Court of Appeals cases decided in December, 1947, held the 
Act invalid,!® but in each case there was a dissent. 

The district court cases favoring constitutionality were among the 
earliest cases. The first was that of Winkler v. Daniels’® where the 
court adopted the reasoning of the legislators to the effect that there 
was no valid objection to the change. The power to exercise exclu- 
sive legislation over the District of Columbia was said to authorize 
extension of federal jurisdiction in this instance. The court there 
expounded the fallacious doctrine that Article III created a judiciary 
by directly conferring its powers, and that, while this could not be 
diminished, Congress could increase it at any time by exercise of any 
other power granted to Congress by the Constitution.*7 In Glaeser 
v. Acacia Mutual Life Assn.** this reasoning was followed in reaching 
a like result, the court relying on the statement in the Hepburn case 
that “this is a subject for legislative not for judicial consideration.” 
The court assumed that this proved Congress could increase jurisdic- 
tion by means of a simple legislative act. Later decisions’® have in- 
terpreted this remark to mean that Congress should pass a constitu- 
tional amendment to correct the situation. The latest case upholding 
the Act is Duze v. Woolley” where the District Court of Hawaii made 
little comment and gave no reasons for its decision. 

The first case holding the Act unconstitutional was McGarry v. 
City of Bethlehem*: where the court pointed out that inferior federal 
courts derive their jurisdiction entirely from the authority of Con- 
gress, but that Congress could not extend their jurisdiction beyond 
the limits prescribed by the Constitution. The court felt itself bound 
to the construction of Article III, as laid down in the Hepburn case, 
yet applied it reluctantly. In Behlert v. James Foundation of New 
York,™ the same result was reached, the court pointing out that al- 
though Congress could provide jurisdiction for the courts within the 
District of Columbia, it could not extend the jurisdiction of the con- 
stitutional courts beyond the cases provided for in Article III.2* A 


15 Central States Co-operatives v. Watson Bros. Transportation Co.; Na- 
tional Mutual Ins. Co. v. Tidewater Transfer Co., both supra note 1. 

16 Supra note 13, 

17 But see Kline v. Burke Construction Co., 260 U. S. 226, 43 Sup. Ct. 79, 
67 L. ed. 226 (1922). Postum Cereal Co. v. California Fig-Nut Co., 272 U. S. 
693, 47 Sup. Ct. 284, 71 L. ed.. 478 (1927). 

18 Supra note 13. 

19 Wilson v. Guggenheim, supra note 14; Central States Co-operatives v. 
Watson Bros. Transp. Co., supra note 1. But see Dykes and Keeffee, op. cit. 
supra note 12 

20 Supra note 13. 

21 Supra note 14. 

22 Supra note 14. 

23 See also Ostrow v. Samuel Brilliant Co. and Wilson v. Guggenheim, both 
supra note 14. 
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carefully written opinion in Feely v. Sidney S. Schupper Interstate 
Hauling System** emphasized that the District of Columbia is anom- 
alous in many ways, not merely in being excluded from the federal 
courts, and that it could not be said that in enacting the amendment 
Congress was in effect making the District a “State” within the 
meaning of Article III. The Seventh Circuit Court of Appeals sub- 
scribed to the view taken by the majority of the district courts in a 
case where jurisdiction was raised for the first time on appeal.?> This 
court mentions that the 1940 Amendment imposes a burden in that 
District of Columbia citizens may become defendants as well as plain- 
tiffs. The dissenting opinion was predicated upon the injustice result- 
ing from holding the Amendment unconstitutional, i.e., the attributing 
to the silence of the framers of the Constitution an intention to create 
an inequality among citizens whereas “The entire scheme of the 
Federal Government as the Constitution bespeaks, is equality of the 
citizen.” It was further suggested that the defendant was estopped 
to raise the question for the first time on appeal because he had 
invoked the jurisdiction of the federal court by having the cause 
removed from the state court. 

In National Mutual Insurance Co. v. Tidewater Transfer Co.** 
the Fourth Circuit Court of Appeals reached the same conclusion as 
the Seventh Circuit Court but nothing in the opinions indicate that 
either court was aware the other was considering the problem. The 
Fourth Circuit Court assumed that if Congress proceeded under Ar- 
ticle III the Act was unconstitutional, without considering whether 
the District of Columbia citizens could come under the aegis of Article 
III. It is unfortunate that a Circuit Court of Appeals should declare 
an Act of Congress invalid on the strength of mere dicta written 143 
years before, from which opposing inferences have been drawn. The 
court appears to have started with the premise that the Gwynne Act 
was invalid unless proved to be constitutional. After quoting lan- 
guage from a few cases that seemed to indicate that the District of 
Columbia was not a state within the meaning of Article III the court 
said, 

These cases seem to establish the doctrine that Congress, when 
it acts under Article III, Section 2 of the federal Constitution 
has no power to confer upon the District Courts of the United 


States jurisdiction over civil actions based upon the fact that 
some of the litigants are citizens of the District of Columbia. 


24 Supra note 14. 
25 Central States Co-operatives v. Watson Bros. Transp. Co., supra note 1. 
26 Supra note 1. 
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But the quotations contained no reference to the power of Congress, 
and clearly were only restatements of the dicta of the Hepburn case. 
The court thus assumed one of the very points in issue—whether 
Congress has power under Article III to make the extension. It 
was suggested that Article I, Section 8 and Article III, Section 2 
must be construed together “so as to harmonize the two and give 
meaning to each,” but the court’s result denies meaning to either. The 
anachronism of applying the Hepburn rule to the present District of 
Columbia was ably stated by the dissent: 


More than a century ago Chief Justice Marshall pointed out 
what he thought was the extraordinary situation that, under 
the Judiciary Act, the District Courts of the United States, which 
were open to aliens and to citizens of every state in the Union, 
should be closed to citizens of the nation’s capital. Since then 
the capital has become a large and flourishing city with citizens 
who trade and travel and do business throughout the Union. The 
right to invoke the jurisdiction of the only sovereignty to which 
they owe allegiance and to which they can look for protection has 
become an increasingly important one and has at length been 
recognized by Congress in the passage of legislation, which opens 
the federal courts to them on the same conditions that these 
courts are open to other citizens of the Republic. 


Re-examination of Hepburn v. Ellzey 


The cases holding the 1940 amendment to be unconstitutional have 
placed almost complete reliance upon Hepburn and Dundas v. Ellzey. 
These cases have apparently assumed that that decision settles forever 
the construction of Article III, Section 2. But it has been pointed 
out that all that was really before the court at that time was a question 
of whether Congress intended to extend diversity jurisdiction to Dis- 
trict of Columbia citizens in the Judiciary Act of 1789.*7 Further- 
more, it should be remembered that the decision on this is merely 
that “Columbia” was not one of the “members of the American Con- 
federacy” at that time, 1804. The background of the Hepburn case 
should, therefore, be considered in striving to determine what Chief 
Justice Marshall had to decide—this being whether or not “Columbia” 
was a “State.” 

The District of Columbia was formed by cession of land by both 
Virginia and Maryland and its acceptance by Congress in 1790. In 
1801 the first courts were established, the same Act providing that 
the laws of Maryland and Virginia were to continue in force in the 
areas ceded by these states, until such time as Congress should estab- 
lish other laws of a more permanent nature.** In 1802 the District 


27 Dykes and Keeffee, op. cit. supra note 13. 
282 Strat. 103 (1801). 
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was incorporated for the first time, but the law by which this was 
accomplished was undoubtedly considered very temporary, as it pro- 
vided that “this act shall be in force for 2 years from the passing 
thereof, and from thence to the end of the next session of Congress 
thereafter, and no longer.”*° This was the situation at the time 
Chief Justice Marshall said the District of Columbia was not a 
“State” within the meaning of Article III. It was not until 1878 
that Congress set up a government which it designated as “perma- 
nent.” °° From that time, it is apparent that the reason advanced to 
support the Hepburn case lost much, if not all of its force. 

In 1804, the year of the decision in the Hepburn case, the popula- 
tion of the City of Washington was said to be a little over 3,000, 
including about 600 slaves, and many foreigners and transients.** 
The place was variously described as “The wilderness, alias the Fed- 
eral city,” “This desert city,” and “a little village in the midst of the 
woods.” *? Clearly the seat of the Federal Government could not be 
looked upon as ranking with one of the States and there was then 
no feeling that it should be so considered. Personal experiences, no 
doubt, convinced Chief Justice Marshall that the District of Columbia 
should not be looked upon as an important political subdivision in its 
own right, yet, it may be claimed that he seems to have felt it neces- 
sary to avoid the implication that he was undertaking to establish a 
precedent to be followed regardless of later developments in its or- 
ganization. 

Since this decision was made when the federal court system was in 
its infancy, the political background at that time should also be con- 
sidered. During the term of President Adams the Federalists were 
in power, but in 1801, after a victorious election for the Republicans 
who championed states’ rights, a new judiciary act was passed before 
the Federalist Congress lost its supremacy.** The act provided for 
an increase in the number of judges in the federal courts to enable the 
Federalists to retain control of one branch of the government. The 
followers of Jefferson were furious and one of their first moves was 
to repeal the Act of 1801 and pass a new one,** even taking the pre- 
caution to enact that the Supreme Court should not hold session for 
14 months, lest the Federalist judges declare the new act unconstitu- 
tional. Opposition to the federal courts was strong, and reached its 


292 Srat. 195 (1802). 

8020 Srat. 103 (1878). 

31]II Beveridge, THE Lire or JOHN MarsHALL (1919) p. 8. 
32 Jd. at 6. 

332 Sra. 89 (1801). 

842 Srat. 156 (1802). 
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peak after the decision of Marbury v. Madison® where Marshall held 
a part of the Judiciary Act of 1789 unconstitutional, thereby estab- 
lishing the power of the Judiciary to declare acts of Congress to be 
invalid. Then in 1805, just after the decision in the Hepburn case 
was written, Justice Chase was tried by the Senate in an impeachment 
proceeding for committing certain acts of misconduct in the trial of 
cases, and making errors in his decisions.*® But the Republicans 
openly admitted that the real target was Marshall, and that this was 
actually a test case to decide whether Marshall might himself be im- 
peached. Marshall was forced to be a witness in the trial and it was 
apparent that he was fearful of the outcome.*’ Fortunately, due to 
the splendid oratory of his defense counsel, Chase was acquitted of 
the charges and Marshall’s position became much stronger. 

It seems clear that when the Hepburn case arose, the memory of 
these political events was strong. Furthermore, Chief Justice Mar- 
shall had never been enthusiastic about diversity jurisdiction as his 
words in the Virginia Convention for ratification of the Constitution 
disclose.** He may have had in mind also the resolve made by one of 
the states when it had ratified the Convention.*® Some of these con- 
siderations may have been important in influencing this decision which 
admittedly produced an “extraordinary” result. At any rate, it ap- 
pears out of line with the customary course of liberality and func- 
tional interpretation which marked the great decisions of the Chief 
Justice in making the Constitution “Supreme.” 

It is extremely unfortunate that neither the reports of the Hepburn 
case nor the original Supreme Court records cast more light on the 
facts. From an examination of those records the inference is pos- 
sible that the claim of Hepburn and Dundas to a right to sue in the 
federal courts was not a meritorious one. These merchants from 
Alexandria, then a part of the District of Columbia, brought suit in the 
Federal Circuit Court in Virginia against Ellzey, a citizen of Virginia. 
The intention may have been to evade the Virginia law that was still 
in force in that part of the District. If that was their motive, Mar- 
shall must have been aware of it for the old documents indicate that 
he occupied the bench in the Circuit Court at Richmond when the 


351 Cranch 137, 2 L. ed. 60 (U. S. 1803). 

36 IIIT Beveridge, op. cit. supra note 31, at p. 160. 

37 Jd. at 178. 

38 “The objection to suits in the National Courts between citizens of different 
States went ‘too far,’ contended Marshall. Such action ‘may not in general be 
absolutely necessary,’ but surely in some such cases ‘the citizen . . . ought to 
be able to recur to this [National] tribunal. What harm could it do?” I 
Beveridge, op. cit. supra note 31, at p. 455. 

39“That the federal courts shall not be entitled to jurisdiction by fictions or 
collusions.” II Elliott, DEBATES IN THE FEDERAL CoNVENTION (2d ed. 1863) 550. 
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cause was argued there. He did not write an opinion in that case, 
presumably because he thought it of little consequence. For undis- 
closed reasons he presided at the argument before the Supreme Court 
though he had frequently refused to do so when he had heard the cause 
in the lower court. 

Nevertheless, the original records do indicate the true nature of 
the decision of that case. Among the records are unidentified notes 
taken during the argument of the case before the Court, which bring 
into clear focus the real basis of the argument against allowing a citi- 
zen of the District of Columbia to sue—lack of an act of Congress: 


It has been frequently s. d [stated] in this Ct. That Although 
the Jurisn of the Jud. [judiciary] may be [made] larger by Con. 
[Congress] yet it will be bound by Act of Congress, whose prov- 
ince it is to call into exercise the different Con. [Constitutional ] 
powers. I call for some Act of Con. [Congress]. 


Considered in the light of that argument the words of the Chief 
Justice “But this is a subject for legislative not for judicial consid- 
eration” admit of only one reasonable inference—that he felt a simple 
legislative act was necessary to give jurisdiction to the federal courts. 

In 1816 Marshall was confronted with a similar situation in a 
case which presented good reason for closing the doors of the 
federal courts to territorial citizens.*° Plaintiff, a citizen of the Ter- 
ritory of Mississippi, sued a citizen of the state of Kentucky in the 
Federal Circuit Court in Louisiana. This was not a case embraced 
by the principle of diversity jurisdiction for the chance that a state 
court would favor one of two nonresidents was slight. Further, the 
plaintiff’s claim was based on civil law which the Louisiana state 
court would have been better able to interpret. In adhering to his 
earlier view, the Chief Justice said: “Every reason assigned for the 
opinion of the court [in the Hepburn case] that a citizen of Columbia 
was not capable of suing in the courts of the United States under 
the Judiciary Act," is equally applicable to a citizen of a territory.” 
In considering this decision it should be kept in mind that it was the 
practice of Congress, at that period, to admit Territories to the Union 
as soon as they became populated and well-organized, and in fact the 
Territory of Mississippi became a state in 1817, only about a year 
from this decision. The Chief Justice probably envisioned no such 
difficulty as exists today of a legislature not anxious to extend the 
benefits of statehood to the Territories. 


40 New Orleans v. Winter, 1 Wheat. 91, 4 L. ed. 44 (U. S. 1816). 


41 Italics supplied. It is submitted that this is Marshall’s own view of what 
the Hepburn case held. 
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Provisions of the Constitution 


An examination of Article III, Section 2, shows that the judicial 
power of the federal courts extends to two types of cases, one de- 
pendent on the character of the cause and the other on the character 
of the parties. Chief among the latter are controversies between 
citizens of different states and controversies between a citizen of a 
state and citizens or subjects of a foreign state. The different cate- 
gories embrace the cases in which there might be danger of an im- 
partial tribunal. The obvious intention of the framers was to provide 
an impartial forum for litigants in every controversy arising between a 
citizen of a state and a party who was not a citizen of that state—an 
outsider, The Virginia Plan, written before the Convention, em- 
bodied the framework of Article III, providing for federal jurisdiction 
in “Cases in which foreigners or citizens of other States applying to 
such jurisdictions may be interested.” *? At the time when it was 
written it embraced all categories of outsiders except for slaves and 
Indians.** During the Convention the Article underwent considerable 
change but the part relating to diversity jurisdiction was hardly 
debated.“* The power given in Article I, Section 8 to “exercise 
exclusive legislation . . . over such District . . . as may, by Cession 
of particular States, and the Acceptance of Congress, become the Seat 
of the Government of the United States,” was not inserted in the 
Constitution until rather late in the Convention*® when Article III 
was almost in its final form. Doubtless the framers either overlooked 
any need for change or else felt that under a proper interpretation of 
Article III no change was necessary. Surely it cannot be said that 
they intended to deprive District of Columbia citizens of rights by 
the cession.** 


427 Farrand, Recorps oF THE FEDERAL ConveNTION (1911) p 

43 See Cherokee Nation v. Georgia, 5 Pet. 1, 8 L. ed. 25 (uP < 4 831). 

44TV Farrand, op. cit. supra note 42, at p. 120. 

45 TV Farrand, op. cit. supra note 42, at p. 114. 

46 For a long time it appeared settled that “constitutional” courts could exer- 
cise only Article III jurisdiction and that “legislative” courts must be limited 
to Article I cases. But in O’Donoghue v. United States, 289 U. S. 516, 53 
Sup. Ct. 740, 77 L. ed. 1356 (1933), the Supreme Court held that the District 
of Columbia Courts were both legislative and constitutional courts—hybrid 
courts in effect—and that Congress could not decrease the salaries of the judges 
by legislative act because of the prohibition contained in Article III. The Court 
shattered precedent to insure to District of Columbia citizens the same rights as 
possessed by citizens of the States, saying that: “. . . The power conferred by 
Article I, Section 8, Clause 17, is plenary; but it does not exclude, in respect 
of the District, the exercise by Congress of other appropriate powers conferred 
upon that body by the Constitution, or authorize a denial to the inhabitants of 
any constitutional guaranty not plainly inapplicable. . . . It is important to bear 
constantly in mind that the District was made up of portions of two of the 
original states of the Union and was not taken out of the Union by the cession. 
Prior thereto its inhabitants were entitled to all the rights, guarantees, and 
immunities of the Constitution, among which was the right to have their cases 
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From the standpoint of the function intended to be accomplished by 
this part of Article III, the Amendment of 1940 stands as a mere 
enabling act, aiding the accomplishment of the expressed intention— 
to allow outsiders to sue state citizens in an impartial forum. There 
is no express provision in the Constitution or Article III which pro- 
hibits Congress from carrying out such purpose, and the spirit of 
the Constitution challenges any implication of a denial of power. 
Only on the theory of expressio unius est exclusio alterius can it be 
said that such action is negatived. While it is admitted that this 
principle is usually applied to Article III, it is submitted that there 
are really two implied intentions—the intention to include outsiders 
who might meet unfair discrimination in state courts, and the inten- 
tion to exclude all cases not expressly mentioned. It is suggested that 
the former intention is stronger than the implied negative one. 

It is noteworthy that the only acts of Congress ever held repug- 
nant to Article III, on the basis of the implied exclusion, were acts 
giving the Supreme Court power to issue writs of mandamus** and 
increasing its original jurisdiction.** Although appearing to be a 
literal interpretation of Article III this was really functional, for how 
else could the Supreme Court perform its real function of being the 
highest court if all its time were taken up with small matters such 
as issuing writs. In those cases the inducement to yield to the im- 
plied negative was compelling, because there was nothing from which 
it might be inferred that the framers of the Constitution intended the 
Supreme Court to exercise such power. 

Manifestly, reliance on an implied intention to exclude District of 
Columbia citizens from the federal courts in the forty-eight states, 
where there appears to be ground for implying an intention to include 
them, will serve no purpose other than evidencing a triumph of judi- 
cial supremacy. 


Statement of Holdings 


Four alternatives which the Court might take to reach a desirable 
decision : 


1. Distinguish the Hepburn case by using the lack of an enabling 


arising under the Constitution heard and determined by federal courts created 
under and vested with the judicial power conferred by, Article III. We think 
it is not reasonable to assume that the cession stripped them of these rights, 
and that it was intended that at the very seat of the national government the 
people should be less fortified by the guaranty of an independent judiciary than 
in other parts of the Union.” While the real issue to be decided, referred only 
to the courts within the District of Columbia, it is suggested ‘that a logical 
extension of the spirit and language of the O’Donoghue case would allow the 
citizens of the District to sue in diversity cases in the federal courts. 

47 Marbury v. Madison, supra note 35. 

48 The “Alicia,” 7 Wall. 571, 19 L. ed. 84 (U. S. 1869). 
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act to explain refusal to take jurisdiction, and hold the Gwynne Act 
to be the “legislative consideration” referred to in that decision. 
There need be no apprehension on the part of the state courts because 
of the implication of such a holding. The result would merely be to 
define the word “State,”’ as used in Article III, Section 2, as including 
citizens of the District of Columbia and the Territories. 


2. View Hepburn v. Ellzey as a constitutional precedent and over- 
rule it.“° Such a course would not unduly widen federal jurisdiction 
and would only serve to wipe out the unfair discrimination which 
exists. The eminence of the author of that decision makes such a 
result somewhat improbable. 


3. Treat the 1940 Act valid as a means of carrying out the implied 
intention of the framers of the Constitution, by providing an impartial 
forum for the citizens of the District of Columbia. This decision 
could likewise be made without unduly extending federal jurisdiction. 
It could be accomplished by considering the implied intention to in- 
clude all categories of nonresidents as stronger than that which leads 
to the exclusion of all classes of cases not mentioned. 


4. Consider the doctrine of the Hepburn case as a constitutional 
interpretation but hold that Congress has power to extend jurisdic- 
tion of federal courts everywhere to include District of Columbia and 
Territorial citizens, by virtue of Article I, Section 8, which enables 


it to exercise exclusive legislation over the District of Columbia and 
the Territories and to “make all Laws which shall be necessary and 
proper for carrying out the foregoing powers.” Such a holding might 
produce undesirable consequences. If each of the express powers of 
Congress enumerated in Article I allows an extension of federal juris- 
diction of the constitutional courts established under Article III, at 


49 The situation would be analogous to what occurred in The Gennessee 
Chief v. Fitzhugh, 12 How. 443, 13 L. ed. 1058 (U. S. 1851). At the time of 
the formation of the Constitution the words “admiralty jurisdiction” meant jur- 
isdiction over tidal waters only, this definition having been taken from the 
English one. It had been established that the “Admiralty and maritime juris- 
diction” granted by the Constitution was thus confined to the definition of 
“admiralty” as embracing only tidal waters, Congress passed an Act extending 
this jurisdiction to certain cases upon the Great Lakes and navigable waters 
connecting them. It was claimed that the jurisdiction of the federal courts 
could not be extended to include such cases. But the Supreme Court held that 
it could because the definition of “admiralty” had changed, the Court saying, 
“. . . we are convinced that, if we follow it, [the previous rule] we follow an 
erroneous decision into which the court fell, when the great importance of the 
question as it now presents itself could not be foreseen; and the subject did not 
therefore receive that deliberate consideration which at this time would have 
been given to it by the eminent men who presided here when that case was 
decided. For the decision was made in 1825, when the commerce on the rivers 
of the West and on the lakes was in its infancy, and of little importance, and 
but little regard compared with that of the present day.” 





EDITORIAL NOTES 393 


the expense of state jurisdiction, then the possibility that such courts 
may usurp the power of state tribunals becomes very real. 


Proposed Legislative Remedies 


Congress recently made another attempt to aid the plight of the 
hapless citizens of Territories and the District of Columbia. In the 
proposed Revision of the Judicial Code*® the district courts are given 
jurisdiction in cases “between citizens of different States” and it is 
provided that “the word ‘States,’ as used in this section, includes the 
Territories and the District of Columbia.” This bill would extend 
federal jurisdiction even further than the 1940 Amendment.®* How- 
ever its constitutionality may hinge upon the holding of the Court 
on the 1940 Amendment. 

Another proposal would wipe out discrimination by completely 
abolishing diversity jurisdiction except for pending suits,°* but permit 
removal by a plaintiff “when it shall be made to appear to said dis- 
trict court that from prejudice or local influence he will not be able 
to obtain justice in such state court.” The latest proposal is that of 
a Constitutional Amendment. While its wording has not yet been 
announced it is to be introduced if the Supreme Court’s holding 
makes this necessary. 

In view of the difficulty usually encountered in changing the Consti- 
tution by amendment the hope of immediate relief from discrimina- 
tion lies in the hands of the Supreme Court.®* A favorable determina- 
tion of the matter by that tribunal should not be regarded as a 
rejection of the doctrine of stare decisis, especially insofar as the 


50H. R. 7124, 79th Cong. (1946); H. R. 3214, 80th Cong. (1947); Note 
(1946) 60 Harv. L. Rev. 424, 426. H. R. 3214, § 1332 reads: 


“(a) The district courts shall have original jurisdiction of all civil actions 
where the matter in controversy exceeds the sum or value of $3,000 exclu- 
sive of interest and costs, and is between: 

“(1) Citizens of different States; 
“(2) Citizens of a State, and foreign states or citizens or subjects 
thereof are additional parties. 

“(b) The word ‘States,’ as used in this section, includes the Territories 
and the District of Columbia.” 


It seems unlikely that the expedient of defining the word “State” could be 
used to achieve a purpose that cannot be accomplished by more direct means, 
but the bill does have the desirable effect of extending diversity jurisdiction to 
another group of U. S. citizens who are not included at present. 

51 “Under the present Act the diversity jurisdiction does not extend to con- 
troversies between citizens of the District or territories and foreign states or 
their subjects, nor between citizens of a state and one of the territories not spe- 
cifically named.” Note (1946) 60 Harv. L. Rev. 424, 427. 

52 See 30 Jour. Am. Jup. Soc. 169 (1947). See also supra notes 5, 6 and 7. 

53 Petition for certiorari in National Mutual Insurance Co. v. Tidewater 
Transfer Co., supra note 1, was filed with the Clerk of the Supreme Court on 
March 3, 1948. Information has also been received that other cases involving 
District of Columbia residents have been dismissed by the U. S. District Court 
for Maryland. 
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District of Columbia is concerned, due to significant changes in gov- 
ernment between 1804 and 1948. Consequently, disposition of the 
Hepburn case by adoption of any of the first three alternatives men- 
tioned seems preferable to the uncertainty which would inevitably 
follow, either from an acceptance of the fourth alternative or adherence 
to the Hepburn decision. While the demands of justice may not 
always be answered by judicial decision of even the highest court, 
their satisfaction in a proper case is imperative in order to stem 
criticism of the administration of federal justice. 

Gen E. WEsTON. 


PowER OF A MUNICIPALITY TO CONSTRUCT AND OPERATE A HOTEL 


When a state or political subdivision thereof attempts to devote 
public funds to construction of a hotel, the question arises as to 
whether it is a public or private use.’ This is true whether the 
political subdivision operates under a home rule charter or is solely 
and directly bound by constitutional limitations and powers. Muni- 
cipal corporations are but creatures of the state, and all the powers 
they possess are those expressly granted by the state legislature or 
granted by necessary implication.2 They operate under disabilities 
imposed by the state and federal constitutions.* It is generally true, 


1 Jones v. City of Portland, 245 U. S. 217, 38 Sup. Ct. 112, 62 L. ed. 252 
(1917) ; Cole v. La Grange, 113 U. S. 1, 5 Sup. Ct. 416, 28 L. ed. 896 (1885) ; 
Citizens Saving & Loan Ass’n v. Topeka, 87 U. S. 655, 22 L. ed. 455 (1875) ; 
Note (1938) 115 A. L. R. 1456; 38 Am. Jur., Municipal Corporations § 395; 
1 Cooley on Taxation, (4th ed. 1924) $174; 6 McQuillin, MunicipaL Cor- 
PORATIONS, (2d ed. 1944) § 2532. 

243 C. J. 68; 37 Am. Jur., Municipal Corporations § 112; Elliott, Munict- 
PAL CorporATIons, (3d ed. 1925) § 337. 

8 NortH CaAronina Constitution, Art. 5, §3, “Taxes shall be levied only 
for public purposes.” See also TExAs Constitution, Art. 8, §3; Inu. Con- 
stitution, Art. 9, § 9; Oxia. Constirution, Art. 10, §14; Minn. Constt- 
tution, Art. 9,§1; Wasn. Constitution, Art. 7, §1 of Amend. 14. 

The Tenn. Constitution, Art. 2, §29, provides, “The General Assembly 
shall have power to authorize the several counties and incorporated towns. . . 
to impose taxes for county and corporation purposes . . .” It has been held 
that this express delegation forbids taxation for other purposes. Davidson 
County v. Kirkpatrick, 150 Tenn. 546, 266 S. W. 107, (1924). 

The West Vircrn1a Constitution, Art. 10, §1, merely says, “. . . and 
such revenue as may be derived from such tax may be appropriated as the 
legislature may provide.” But the public purpose limitation will be implied. 
Judge Cooley has stated that even where there is a constitutional provision 
against taxation for other than public purposes, it merely reiterates the general 
rule independent of the written law and adds no force to it. Coorey, loc. cit. 
supra, note 1. In McCullough v. Brown, 41 S. C. 220, 19 S. E. 458 (1894), it 
was stated, “Although there may be no express restrictions contained in a state 
constitution forbidding the imposition of taxes for any other purpose than a 
public purpose, yet such a restriction must necessarily be implied from the very 
nature of civil government.” See also State ex rel. Walton v. Parsons, 58 Ida. 
787, 80 P. (2d) 20 (1938); State v. Carter, 30 Wyo. 22, 215 Pac. 477 (1923). 

But some state constitutions expressly authorize the state or municipality to 
engage in what might otherwise be considered a business of a private character, 
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however, that where the state courts agree that a municipality acts 
within bounds, the United States Supreme Court will not reverse on 
federal constitutional grounds. But municipal activities are supported 
by taxation, directly or indirectly, and when such an activity is not 
recognized as for a public purpose, the taxpayers are deprived of their 
property without due process of law and for other than a public use. 

It is common to speak of municipal corporations as acting in a dual 
capacity, governmental and proprietary or corporate.* In the former 
capacity, they act in furtherance of public safety and welfare and 
furnish police and fire protection, educate the young, maintain public 
health, provide for the indigent, etc.° Acting in their corporate ca- 
pacity, municipalities provide for local necessities and conveniences 
of the citizens, in which the municipality has a private interest, such 
as light, gas, water, transportation, sewers, parks, etc.° Both these 


as the provision in the Arizona Constitution, Art 2, §34, authorizing the 
state or municipal corporations to “engage in industrial pursuits” (see Tillotson 
v. Frohmiller, 34 Ariz. 394, 271 Pac. 867 (1928) ), and the provision in the Ox- 
LAHOMA CONSTITUTION that “every municipal corporation . . . shall have the 
right to engage in any business or enterprise which may be engaged in by a 
person, firm, or corporation by virtue of a franchise from said corporation” 
(see Interstate Power Co. v. City of Cushing, 12 F. Supp. 806 (W. D. Okla. 
1935) ). Amendments to the Souta Daxota Constitution, Art. 13, §1, have 
authorized the state to enter into such business enterprises as “manufacture and 
sale of cement; drainage of agricultural lands; state hail insurance; manufac- 
ture, distribution and sale of electric current; mining, distribution and sale of 
coal; establishing and maintaining of a system of credits to assist in the build- 
ing of homes; rural credits; and works of internal improvement.” White 
Eagle Oil & Refinery Co. v. Gunderson, 48 S. D. 608, 205 N. W. 614 (1925). 
See also In re Opinion of the Judges, 43 S. D. 648, 180 N. W. 957 (1920) and 
bit v. South Dakota Land Settlement Board, 43 S. D. 551, 181 N. W. 359 

See also 42 Am. Jur., Public Funds § 57 

4 City of Tucson v. Sims, 39 Ariz. 168, 4 P. (2d) 673 (1931); 43 C. J. 179; 6 
McQuillin, op. cit. supra, note 1, § 2792. It has been urged that the distinction 
between public and proprietary functions of municipal corporations be eliminated, 
on the ground muncipal undertakings are now so blended that they cannot be 
segregated without extreme difficulty. Seasongood, Municipal Corporations: 
Objections to the Governmental or Proprietary Test (1936) 22 Va. L. Rev. 910. 

5 The North Carolina court has included as governmental functions such activ- 
ities as public market houses (Angelo vy. Winston Salem, 193 N. C. 207, 136 
S. E. 489 (1927)) and abattoirs (Moore v. Greensboro, 191 N. C. 592, 132 
S. E. 565 (1926) ). 

In an interesting opinion by the Comptroller General, B-56655, December 2, 
1946, noted (1947) 15 Geo. Wasu. L. R. 349, it was held that the Navy Depart- 
ment could not enter into a contract with the Cabin John, Maryland, fire de- 
partment to furnish fire protection for the David Taylor Model Basin, located 
at Carderock, Maryland. Despite the fact that federally owned property is not 
subject to local taxation, the opinion held that the model basin was entitled to 
fire protection since fire fighting was a governmental function and mandatory 
by nature, to be exercised for the benefit of the entire community without com- 
pensation. 

6 Davoust v. Alameda, 149 Cal. 69, 84 Pac. 760 (1906) (water and light 
plants); Davis v. New Orleans Public Belt R. R., 155 La. 504, 99 So. 419 
(1923) (R. R. belt); Baker & Co. v. Hollis, 169 Okla. 253, 36 P. (2d) 757 
(1934) (sewers); O’Donnell v. North Attleboro, 211 Mass. 243, 98 N. E. 1084 
(1912) (any business conducted for profit). 

7 
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types of activities have been commonly accepted as properly belonging 
to municipal corporations and as being of a public nature.’ But there 
are other activities of a more questionable nature, which municipalities 
have frequently attempted in their corporate capacity, with the ap- 
proval of state legislatures, and which have met with varied results 
in the courts.* All the state courts in the country have undertaken 
to define “public use,” and they have all differed in their definitions. 
It has been defined as: “almost any private business if the legislature 
thinks the state’s engagement in it will help the general public” ;° 
“supplying its inhabitants with articles in general use, when it is 
believed that they cannot be secured at reasonable prices from the 
private dealers” ;*° “to enable the citizens to be supplied with some- 
thing which is a necessity in its absolute sense to the enjoyment of 
life and health” ;* “where the government is supplying its own needs, 


In Europe, municipalities have operated hotels, turkish baths, cycle tracks, 
telephone systems, etc. See 5 McQuillin, op. cit. . note 1, § 1951 n.1.; 
1 Dillon, Municrpat Corporations (5th ed. 1911) §21 

7 The distinction between governmental and proprietary capacity may have 
constitutional significance. Thus, a utility was required to relocate gas pipes 
without compensation to make room for city drainage system (governmental 
capacity), New Orleans Gas Light Co. v. Drainage Comm. of New Orleans, 
197 U. S. 453, 25 Sup. Ct. 471, 49 L. ed. 831 (1905), while an electric company 
could not be compelled to relocate its lines without compensation to make room 
for a competing municipal plant (proprietary capacity), City of Los Angeles 
v. Los Angeles Gas & Electric Co., 251 U. S. 32, 40 Sup. Ct. 76, 64 L. ed. 
121 (1919). 

A municipality in its governmental capacity may make payments to itself in 
a proprietary capacity. Street v. Town of Ripley, 173 Miss. 225, 161 So. 
855 (1935). 

Acting in a proprietary capacity, a city has the same rights and duties as 
other proprietors. State ex rel. White v. City of Cleveland, 125 Ohio St. 230, 
181 N. E. 24 (1932). And a city operating a public utility may charge a rate 
yielding a fair profit. Village of Boonville v. Maltbie, 245 App. Div. 468, 283 
N. Y. S. 460 (1935). Property used by a city or state in a proprietary under- 
taking is taxable. State of California v. Anglim, 129 F. (2d) 455 (C. C. A. 
9th, 1942) ; Zangerle v. City of Cleveland, 145 Ohio St. 347, 61 N. E. (2d) 720 
(1945). It is also subject to federal income tax. Allen vy. Regents of Univ. 
System of Ga., 304 U. S. 439, 58 Sup. Ct. 980, 82 L. ed. 1448 (1938); Helvering 
v. Powers, 293 U. S. 214, 55 Sup. Ct. 171, 79 L. ed. 291 (1934); Ohio v. 
Helvering, 292 U. S. 360, 54 Sup. Ct. 725, 78 L. ed. 1307 (1934) ; United States 
v. State of New York, 140 F. (2d) 608 (C. C. A. 2d, 1944). 

8 Where the only purpose is to obtain income or profit, it would clearly not be 
“bio purpose. In re Opinion of the Justices, 204 Mass. 607, 91 N. E. 405 

9 Wolff Packing Co. v. Court of BN Relations, 262 U. S. 522, 43 Sup. 
Ct. 630, 67 L. ed. 1103, Note (1923) 27 L. R 1280. In this case, Chief 
Justice Taft said, “ ‘Public use’ in such cases aha Fag tax is challenged on ground 
use is not public] would seem to be a term of wider scope than where it is used 
to describe that which clothes property or business ‘with a public interest’ . . . 
the use for which the tax is laid may be any purpose in which the State may 
engage and this covers almost any private business if the legislature thinks the 
State’s engagement in it will help the general public and is willing to pay the 
cost of the plant and incur the expense of operation.” (emphasis added) 262 
U. S. at 537. 

10 Brandies, J., dissenting in New State Ice Co. v. Liebmann, 285 U. S. 262, 
304, 52 Sup. Ct. 371, 76 L. ed. 747 (1932). 

11 Jones v. City of Portland, supra note 1, at 224. 
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or is furnishing facilities for its citizens in regard to those matters of 
public necessity, convenience, or welfare, which, on account of their 
peculiar character and the difficulty, perhaps impossibility, of making 
provision for them otherwise, it is alike proper, useful, and needful 
for government to provide” ;** “a tax to be expended in such a manner 
which shall promote the general prosperity and welfare of the munici- 
pality which levies it” ;* “corporate purposes are only such as are 
germane to the objects of the creation of the municipality—at least 
such as have a legitimate connection with those objects and a manifest 
relation thereto” ;'* “when the sovereign power is essential to an 
enterprise.” 1° The difficulty of definement led the Connecticut Su- 
preme Court of Errors in an early case to say, 


. From the nature of the case there can be no precise line. 
The power requires a degree of elasticity to be capable of meeting 
new conditions and improvements and the ever-increasing neces- 
sities of society. The sole dependence must be on the presumed 
wisdom of the sovereign authority, supervised, and in cases of 
gross error or extreme wrong, controlled by the dispassionate 
judgment of the courts.’° 


One writer has suggested that the absence of precise tests of what is 
a “public purpose” has been an important factor in enabling the con- 
cept of public purpose to be adapted to changing conceptions of gov- 
ernmental functions and activities.’ 


12 Light v. City of Danville, 168 Va. 181, 190 S. E. 276 (1937). 

13 Hackett v. Ottawa, 99 U. S. 86, 94, 25 L. ed. 363 (1878). 

14 Robbins v. Kadyk, 312 Ill. 290, 143 N. E. 863 (1924). 

15 Bound v. South Carolina Ry. Co., 50 Fed. 312, 315 (C. C. S. C. 1892). 

16 Olmstead vy. Camp, 33 Conn. 532 (1866). 

17 ROTTSCHAEFFER ON CONSTITUTIONAL LAw, (1939) p. 637. 

See also 35 Words and Phrases, Perm. ed. (1940), p. 371, quoting from 
Tanner v. Treasury Tunnel, Mining & Reduction Co. 38 Colo. 593, 83 Pac. 464, 
4L. R. A., N. S. 106 (1906), which states that, “The definition of ‘public use’ 
must be such as to give it a degree of elasticity capable of meeting new conditions 
and improvements, and the ever-increasing needs of society. . . . In determining 
whether or not a use is public, the physical conditions of the country, the needs 
of a community, the character of the benefit which a projected improvement may 
confer upon a locality, and the necessities for such improvement in the develop- 
ment of the resources of the state, are to be taken into consideration.” 

In Central Lumber Co. v. Waseca, 152 Minn. 201, 188 N. W. 275 (1922) 
the court said, “Economic and industrial conditions are not stable. Times 
change. Many municipal activities, the propriety of which is not now ques- 
tioned, were at one time thought, and rightly enough so, of a private character. 
The constitutional provision that taxes can be levied only for public purposes 
remains; but conditions which go to make a purpose public change.” 

And in Gray, Limitations oF TAXING PowrER AND Pustic INDEBTEDNESS 
(1906), § 176, it is stated, “It is not possible to lay down any hard-and-fast 
rule by which to determine which purposes are public and which private. Hardly 
any project of public benefit is without some element of peculiar personal profit 
to individuals, hardly any private attempt to use the taxing power is without 
some colorable pretext of public good. Each case must be judged on its own 


facts, and any attempt at fixed definition must result in confusion and contra- 
dictions.” 
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The practical results of judicial review have been as varied as the 
definitions of public use. The courts have denied the rights of a city 
to operate its own movie theater,’* plumbing business,’® and cement 
factory.2? On the other hand, they have upheld governmental opera- 
tion of slaughterhouses,”* cotton warehouses,”* banks,** and water 
storage projects.** And the courts have split on the question of ice 
plants,*° coal and wood business,”® selling gasoline,** grain eleva- 
tors,** and garages and parking lots.*® Where the federal courts, in- 
cluding the Supreme Court, have decided the question, they have 
generally upheld the municipality on the ground that a federal question 
was not involved. In Allbritton v. Winona,* in passing on the ques- 
tion whether the building of a factory by the city for lease to a private 
corporation was for a public purpose, the Supreme Court reiterated 
its position, established in Green v. Frazier,*! that the question of 
public purpose is for the state legislature and county to decide.** 


18 State ex rel. Toledo v. Lynch, 88 Ohio St. 71, 102 N. E. 670 (1913). 

19 Keen v. Mayor of Waycross, 101 Ga. 588, 29 S. E. 42 (1897). 

20 Los Angeles v. Lewis, 175 Cal. 777, 167 Pac. 390 (1917). 

21 Moore v. Greensboro, supra note 5; contra Huesing v. Rock Island, 128 
Ill. 465, 21 N. E. 558 (1889). 

22 State ex rel. Lyon v. McCown, 92 S. C. 81, 75 S. E. 392 (1912). 

23 Green v. Frazier, 253 U. S. 233, 40 Sup. Ct. 499, 64 L. ed. 878 (1920). 

24 Washoe. County Water Conservation District v. Beemer, 56 Nev. 104, 45 
P. (2d) 779 (1935). 

25 Tombstone v. Macia, 30 Ariz. 218, 245 Pac. 677 (1926) (yes); Holton v. 
Camilla, 134 Ga. 560, 68 S. E. 472 (1910) (yes); Union Ice & Coal Co. v. 
Ruston, 135 La. 898, 66 So. 262 (1914) (no). 

26 Jones v. Portland, supra note 1 (yes); Laughlin v. Portland, 111 Me. 486, 
90 Atl. 318 (1914) (yes); Opinion of the Justices, 155 Mass. 598, 30 N. E. 
1142 (1892) (no); Toebe v. City of Munising, 282 Mich. 1, 275 N. W. 744 
(1937) (no); Baker y. City of Grand Rapids, 142 Mich. 687, 106 N. W. 208 
(1908) (no) ; Consumers’ Coal Co. v. City of Lincoln, 109 Neb. 51, 189 N. W. 
643 (1922) (no). 

27 Standard Oil Co. v. Lincoln, 114 Neb. 243, 207 N. W. 172 (1926), aff’d 
per curiam 275 U. S. 504, 48 Sup. Ct. 155, 72 L. ed. 395 (1927) (yes); White 
Eagle Oil and Refinery Co. v. Gunderson, supra note 3 (no). 

28 Green v. Frazier, supra note 23 (yes); State ex rel. Lyman v. Stewart, 
58 Mont. 1, 190 Pac. 129 (1920) (yes); Rippe v. Becker, 56 Minn. 100, 57 
N. W. 331 (1894) (no). 

29 City of Cleveland v. Ruple, 130 St. 465, 200 N. E. 507 (1936) (no); 
Note (1936) 103 A. L. R. 860 (yes and no). 

30 303 U. S. 627, 58 Sup. Ct. 766, 82 L. = 1088 (1938). 

31 Supra note 23. 

82 Standard Oil Co. v. Lincoln, 275 U. S. 504, 48 Sup. Ct. 155, 72 L. ed. 395 
(1927); Millheim v. Moffat Tunnel Dist., 262 U. S. 710, 43 Sup. Ct. 694, 67 
L. ed. 1194 (1923). 

The Mississippi court, in its opinion in the Allbritton case, 181 Miss. 75, 178 
So. 799 (1938), held that where a statute was passed to combat an unfavorable 
economic situation by providing employment and promoting natural resources 
and authorizing municipalities to own and operate manufacturing plants and to 
sell or lease them, it was constitutional even though enterprises authorized 
thereby were of the class usually owned and operated by private individuals, 
inasmuch as the state and municipalities had the authority to engage therein, 
provided the public interest required their public operation or ownership. 
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More recently in Everson v. Board of Education,** it voiced the same 
opinion. Most of the state courts have expressed themselves similar- 
ly, and, while watching the legislative tendency to constantly broaden 
the interpretation of the phrase, they have reserved the power to 
interfere only when the private purpose of the activity is clear beyond 
doubt.** If it is only doubtful as to whether the activity is for a public 
purpose, the courts will not set their judgment against that of the leg- 
islature, but the view of the latter must prevail.*® 

The town of Tarboro, North Carolina, with a population of 8,000 
inhabitants, had one dilapidated hotel which visitors refused to pat- 


33 330 U. S. 1, 67 Sup. Ct. 504 (1947). 

84 CooLey’s ConsTITUTION Limi1TATIONS, 8th ed. (1927), pp. 258, 1026 et seq. 
On p. 264 he says, “. . . The legislature is to make laws for the public good, 
and not for the benefit of individuals. It has control of the public moneys, and 
should provide for disbursing them only for public purposes. Taxes should only 
be levied for those purposes which properly constitute a public burden. But 
what is for the public good, and what are public purposes, and what does 
properly constitute a public burden, are questions which the legislature must 
decide upon its own judgment, and in respect to which it is vested with a large 
discretion which cannot be controlled by the courts, except, perhaps, where its 
action is clearly evasive, and where, under pretense of a lawful authority, it has 
assumed to exercise one that is unlawful. Where the power which is exercised 
is legislative in its character, the courts can enforce only those limitations which 
the constitution imposes; not those implied restriction which, resting in theory 
only, the people have been satisfied to leave to the judgment, patriotism, and 
sense of justice of their representatives.” 

And in McCray v. United States, 195 U. S. 27, 53, 24 Sup. Ct. 769, 49 L. ed. 
78 (1904), Chief Justice White stated, “Whilst, as a result of our written con- 
stitution, it is axiomatic that the judicial department of the government is 
charged wih the solemn duty of enforcing the Constitution, and therefore in 
cases properly presented, of determining whether a given manifestation of 
authority has exceeded the power conferred by that instrument, no instance is 
afforded from the foundation of the government where an act, which was within 
a power conferred, was declared to be repugnant to the Constitution, because it 
appeared to the judicial mind that the particular exertion of constitutional power 
was either unwise or unjust. To announce such a principle would amount to 
declaring that in our constitutional system, the judiciary was not only charged 
with the duty of upholding the Constitution but also with the responsibility of 
correcting every possible abuse arising from the exercise by the other depart- 
ments of their conceded authority. So to hold would be to overthrow the entire 
distinction between the legislative, judicial and executive departments of the 
government, upon which our system is founded, and would be a mere act of 
judicial usurpation.” 

In N. Y. City Housing Authority v. Muller, 270 N. Y. 333, 1 N. E. (2d) 153 
(1936), the court held, “It is true that legislative findings and the determination 
of public use are not conclusive on the courts. . . . But they are entitled at least 
to great respect, since they relate to public conditions concerning which the 
Legislature both by necessity and duty must have known. . . 

85 Paine v. Savage, 126 Me. 121, 136 Atl. 664 (1927) ; Woodall v. Darst, 
71 W. Va. 350, 77 S. E. 264 (1912); 1 Coorry, loc. cit. supra, note 1. 

In case of doubt in determining whether taxation is for a public purpose, 
courts are largely influenced by public opinion of the state. Carman v. Hickman 
County, 185 Ky. 630, 215 S. W. 408 (1919). 

1 Cooley, op. cit. supra, note 1, § 188, it is stated, “. . . The presumption 

- must always be that they [legislature] have considered it [the tax] with 
honesty and fair purpose . . . [and] it would seem but reasonable and proper 
that the courts should support it when not clearly satisfied that an error has 
been committed. 
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ronize. The result was inconvenience for both residents and visitors, 
and economic loss to the town generally. The state legislature passed 
a special law*® authorizing the town to build a hotel, issue bonds, and 
levy a tax, pending approval of the voters at an election, which ap- 
proval was given. In ruling on the validity of the project, the state 
supreme court held that it was not a public purpose, within the mean- 
ing of the state constitution, Art. 5, §3, and that the special law 
authorizing it was unconstitutional.*” 

The court admitted that changing conditions may cause a purpose 
not heretofore considered public, to be so classified, and it cited water 
and light plants as examples.** But it could find no precedent among 
the limited number of cases involving hotels for declaring hotels to 
be within the meaning of “public purpose.” *® In so holding, the 
court followed the strict interpretation of public purpose, conforming 
to the traditional view, sometimes called the “Massachusetts rule” 
because it was followed in a number of early Massachusetts cases.*° 
The trend of the cases since then has been toward a more liberal 
interpretation of “public purpose.” ** However, where the principal 


86 North Carolina Session Laws of 1945, Ch. 413. 

87 Nash v. Town of Tarboro, 227 N. C. 283, 42 S. E. (2d) 209 (1947). 

38 Fawcett v. Mt. Airy, 134 N. C. 125, 45 S. E. 1029 (1903). In approving a 
bond issue for municipal waterworks, the North Carolina court said, “. . . In 
the efforts of the court to check extravagance and prevent corruption in the 
government of towns and cities, the judicial branch has probably stood by former 
decisions from too conservative a standpoint, and thereby obstructed the advance 
of business ideas which would be most beneficial if put into operation; and this 
conservatism of the courts, outgrown by the march of progress, sometimes 
appears at a serious disadvantage. te 

39 Lancaster v. Clayton, 86 Ky. 373, 5 S. W. 864 (1887); Town of Warren- 
ton v. Warren County, 215 N. C. 342, 2S. E. (2d) 463 (1939) ; Haesloop v. 
City Council of Charleston, 123 S. C. 272, 115 S. E. 596 (1923) (semble). In 
Kennedy v. Nevada, 222 Mo. App. 459, 281 S. W. 56 (1926) it was held that 
the operation of a tourist camp is not a public business. But it has been held 
otherwse, and statutes authorizing the establishment and maintenance of tourist 
camps are becoming more frequent and their validity in some instances has 
been assumed. See Note (1938) 115 A. L. R. 1? 

40 Opinion of the Justices, 211 Mass. 624, 98 N. E. 611 (1912); In re Muni- 
cipal Fuel Plants, 182 Mass. 605, 66 N. E. 25 (1 903) ; Opinion of the Justices, 
supra note 26; Lowell v. City of Boston, 111 Mass. 454 (1873). 

In recent cases like McRae v. Concord, 296 Mass. 394, 6 N. E. (2d) 366, Note 
(1937) 108 A. L. R. 1454, the Massachusetts court has remained consistent in 
confining incidental municipal powers, both proprietary and governmental, 
within an unusually narrow scope. See 5 McQuillin, op. cit. supra, note 1, 
§ 1926 et seg.; Note (1942) 28 Iowa L. Rev. 108; (1937) 36 Micu. L. Rev. 155. 

The 19th century attitude regarding the limited role of government was well 
expressed by William Graham Sumner in his Essays (1934), vol. 2, p. 356, 
“It is especially incompatible with our form of democratic republic to charge 
the state with many and various functions, for our state should be simple to the 
last possible degree. It should handle as little money as possible; it should 
encourage the constant individual activity of its citizens and never do anything 
to weaken individual initiative. But the tendency today is all the other way.” 

41 Note (1942) 28 Iowa L. Rev. 108; (1941) 9 Geo. Wasu L. Rev. 367; 
(1940) 29 Gro. L. J. 250; (1941) 39 Micu. L. Rev. 1018. See also 29 A. B. 
A. J. 480, 482, quoting from William B. Munro, An Ideal State Constitution 
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object of the activity is to promote the trade and business interests of 
the municipality, and the benefit to the inhabitants is merely indirect 
and incidental, some courts have remained reluctant to find a public 
purpose in such activity. 

It has been maintained** that there are three different concepts of 
public purpose as found in the cases: 


(1) Use by a public agency, where property is actually used by 
the public or under its control. 

(2) Use by the community, when it results in material advantage 
to the whole or a material part of the community. 

(3) Immediate use by the individual, which ultimately results in 
general public advantage. 


Regarding the principal case, it is suggested that the building and 
maintaining of a hotel would have fallen within the first or second 
concepts, depending on whether the town of Tarboro set up an agency 
to operate the hotel or rented it out to a private corporation for 
operation. 

The depression and the war put the federal, state, and municipal 
governments in the housing business. As of November, 1947, local 
housing authorities were tested and upheld in 66 decisions in 28 
states.** Such housing projects were designed primarily to clear 
slums and provide homes for low income families, and so can be 
explained as proper governmental functions for furtherance of the 
public health and welfare.** But in Oklahoma City v. Sanders,** 


(1935) 181 Annats 1, 3, “The idea that state governments shall confine them- 
selves to a minimum of activity has long since passed into the discard. It has 
given place to the doctrine that these governments should busy themselves with 
all sorts of regulatory functions in the interests of the collective citizenship, no 
matter how much they constrain the freedom of the individual.” 

42 (1941) 9 Gro. Was. L. Rev. 367, 369. 

43 Figures furnished by the Federal Public Housing Authority. During 1933- 
1947, 41 states passed enabling legislation to establish local public housing 
agencies to finance, construct, and operate housing accommodations for families 
of low income, according to the FPHA. 

See McDougal and Mueller, Public Purpose in Public Housing: An Ana- 
— Reburied (1942) 52 Yate L. J. 42; Note (1941) 26 Minn. L,. 
Rev. 81. 

44 Oklahoma City v. Sanders, 94 F. (2d) 323 (C. C. A. 10th, 1938); Hogue 
v. Housing Authority of North Little Rock, 201 Ark. 263, 144 S. W. (2d) 49 
(1940) ; Housing Authority of City of Oakland v. Forbes, 51 Cal. (2d) 1, 124 
r. (2d) 194 (1942); Williamson v. Housing Authority of Augusta, Ga., 186 
Ga. 673, 199 S. E. 43 (1938) ; N. Y. City Housing Authority v. Muller, supra 
note 34; Dornan v. Philadelphia Housing Authority, 331 Pa. 209, 200 Atl. 834 
oF Housing —~ of Dallas v. Higgenbotham, 135 Tex. 158, 143 

. W. (2d) 79 (1940 

a! the Federal Government was denied the power to undertake low-cost 
slum clearance housing activities. United States v. Certain Lands in City of 
Louisville, Ky., 78 F. (2d) 684 (C. C. A. 6th, 1935). 

45 Supra note 44. 
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public housing projects were supported because they increased em- 
ployment and stimulated industry, both being indirect public benefits. 
The fact that special groups are benefited, as veterans or low income 
families, or the building trades, has not caused such activities to be 
declared unconstitutional as taxing all to benefit a few.*® The old 
prevailing view was stated in In re Opinion of the Justices," Lowell 
v. City of Boston,“* and Feldman v. Charleston City Council.*® In 
the latter case, the court said: 


. The promotion of the interests of individuals either in re- 
spect of property or business, although it may result incidentally 
in the advancement of the public welfare is, in its essential char- 
acter, a private and not a public object . . . 


Contrast this with what was said by the court in Dornan v. Phila- 
delphia Housing Authority,°° 


A legislative project of this nature goes beyond anything here- 
tofore attempted in this State. It naturally invites, therefore, the 
attack of those who are inclined to regard all experiments in our 
social and economic life as presumptively unconstitutional. Such 
challenges must fail, however, if, upon analysis, it appears that 
the only novelty in the legislation is that approved principles are 
applied to new conditions. Neither our state nor our federal 
constitutions forbid changes, merely because they are such, in 
the nature or the manner of use of methods designed to enhance 
the public welfare; they require only that the new weapons em- 
ployed to combat ancient evils shall be consistent with the fun- 
damental scheme of government of the Commonwealth and the 
nation, and shall not violate specific constitutional mandates. 


It has been authoritatively stated that “. . . there is now almost 
unanimous agreement that the responsibility for leadership in the 
housing campaign must fall upon the government.” * 

Public housing projects depend for validity upon their slum clear- 
ance purpose and aid to low income groups purpose.*? The fact that 


46 City of Phoenix v. Superior Court of Maricopa County, 175 P. (2d) 811 
(Ariz. 1946) (housing for veterans) ; Opinion of the Justices, 320 Mass. 773, 
67 N. E. (2d) 588 (1946) (housing for veterans); City of Columbus ex rel. 
Falter v. Columbus Metropolitan Housing Authority, 67 N. E. (2d) 338 (Ohio 
1946) (housing for veterans). See 1 Coo.ry, op. cit. supra, note 1, § 181; 
Note (1946) 165 A. L. R. 814 (statutes respecting housing for veterans). 

47211 Mass. 624, 98 N. E. 611 (1912). 

48 Supra note 40. 

49 23 S. C. 57 (1884). 

50 Supra note 44, at 836. 

— Modern Politics and Administration, Am. Pol. Sci. Ser. (1937), 
p. 

52 It is generally conceded that a municipality may not engage in an activity 
merely for the purpose of obtaining an income or deriving a profit therefrom. 
In re as of the Justices, supra note 8; 37 Am. Jur., Municipal Corpora- 
tions 
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such projects serve indirectly to stimulate business in the community 
would probably not be enough by itself. There are a number of 
cases, however, which indicate that activities to bring visitors and 
business to a municipality are being recognized as for a public purpose 
and supportable by taxation, as: employing an agent to secure new 
industry ;°* granting land for an industrial exhibition ;5* exhibits at 
fairs ;°° municipally operated market houses and farmers’ exchanges ;** 
convention halls and municipal auditoriums ;°* dance pavillions ;* 
advertising the attractions of city and state.°** And endeavors to 
make more attractive the physical aspects of a city have been sanc- 
tioned as a public purpose, to attract visitors and tourists. One city 
has engaged in the operation of mineral water vending houses, springs 
and wells. Municipal airports have been built with the view in 
mind of stimulating business activity by providing better transporta- 
tion.** Operation of municipal wharves and docks serves the same 
purpose.** Where private capital is either unable or unwilling to 
build and manage airports, wharves and docks, mineral water wells, 
convention halls, etc., and the municipalities felt a real need for such 
activities, in order to stimulate trade, the courts stretched the old 
concept of a “public purpose” to fit current requirements. Since a 


58 City of Fernandina v. State, 143 Fla. 802, 197 So. 454 (1940). 


54 Minneapolis v. Janney, 86 Minn. 111, 90 N. W. 312 (1902). 

55 Daggett v. Colgan, 92 Cal. 53, 28 Pac. 51 (1891); Norman v. Ky. Board 
of Managers, 93 Ky. 537, 20 S. W. 901 (1892); Briggs v. Raleigh, 195 N. C. 
223, 141 S. E. 597 (1928). 

56 Natal v. Louisiana, 139 U. S. 621, 11 Sup. Ct. 636, 35 L. ed. 288 (1891) ; 
Ex parte Byrd, 84 Ala. 17, 4 So. 397 (1888); 35 Am. Jur., Markets and Mar- 
keting §4; 18 R. C. L. 370. Contra: In re Opinion of the Justices, 237 Ala. 
429, 187 So. 244 (1939); In re Opinion of the Justices, supra note 8. 

57 Egan v. San Francisco, 165 Cal. 576, 133 Pac. 294 (1913); Denver v. 
Hallett, 34 Colo. 393, 83 Pac. 1066 (1905); Robbins v. Kadyk, 312 Ill. 290, 
143 N. E. 863 (1924); Wheelock v. Lowell, 196 Mass. 220, 81 N. E. 977 
(1907) ; Halbruegger v. St. Louis, 302 Mo. 573, 262 S. W. 379 (1924); State 
ex rel. Manhattan Construction Co. v. Barnes, 22 Okla. 191, 97 Pac. 997 (1908). 

58 McGinnis v. McKinnon, 165 Ga. 713, 141 S. E. 910 (1928). 

59 Sacramento Chamber of Commerce v. Stephens, 212 Cal. 607, 299 Pac. 728 
(1931); Floyd Fruit Co. v. Commission, 128 Fla. 565, 175 So. 248 (1937); 
Jacksonville v. Oldham, 112 Fla. 502, 150 So. 619 (1933); State v. Cape May, 
66 N. J. L. 544, 49 Atl. 584 (1901). Contra: Loeb v. Jacksonville, 101 Fla. 
429, 134 So. 205 (1931); Anderson v. City of San Antonio, 123 Tex. 163, 67 
S. W. (2d) 1036 (1934). 

60 State ex rel. City of Excelsior Springs v. Smith, 336 Mo. 1104, 82 S. W. 
(2d) 37 (1935). And see United States v. gs of New York, supra note 7. 

61 Burnham y. Beverly, 309 Mass. 388, 35 N. E. (2d) 242, Note (1941) 135 
A. L. R. 755; Dysart v. St. Louis, 321 Mo. 514, 11S. W. (2d) 1045 wg’ 
Greensboro-High Point Airport Authority Vv. Johnson, 226 N. C. 1, & S. 
(2d) 803 (1946); Hesse v. Rath, 249 N. Y. 435, 164 N. E. 342 (1928) ; Es 
more v. Excise Board, 155 Okla. 126, 8 P. = 2 1932)" ; Wentz v. City of 
Philadelphia, 301 Pa. 261, 151 Atl. 883 (1930). 

62 United States v. Certain Parcels of Land in Los Angeles County, 63 F. 
Supp. 175 (S. D. Calif. 1945); State ex rel. Austin v. Mobile, 28 So. (2d) 
177 (Ala. 1946). 
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hotel serves the same purpose as these mentioned activities, the North 
Carolina court might have justified approval on those grounds. Ina 
very similar fact situation, the Florida Supreme Court decided the 
other way. In State v. Tallahassee,** where the municipality was 
authorized by the legislature to construct and operate an office build- 
ing, the court said, 


It is competent for the legislature to define a municipality or 
county purpose as contemplated by the Constitution. Airports, 
golf courses, school buildings, and other structures have been 
authorized and constructed under similar circumstances and the 
courts have upheld them as being proper municipal enter- 
prises... 

Whether or not under the Constitution of Florida a munici- 
pality may go into the business of constructing rental properties 
and compete with private owners in that field is purely a matter of 
policy which the legislature may regulate. In the instant case, 
the legislature has answered the question in the affirmative in 
the interest of what it deemed to be a public necessity. The an- 
swer to what is a municipal purpose is not static. Each genera- 
tion may determine its concept of these things. 


Municipalities build public housing in order to clear slums and 
help low income groups. They build airports, railroad stations, con- 
vention halls, etc., to aid and encourage the flow of visitors and busi- 
ness. What the town of Tarboro did was to attempt to amalgamate 


the two activities, housing and promoting the influx of visitors and 
business. Hotels are quasi-public institutions.** Much of their floor 
space is considered “public space” and open to the public. They are 
important in the social, civic, and business life of all communities. 
Ordinarily they are privately owned and operated. But, when private 
capital is unable or unwilling to erect a hotel to meet community 
needs, it seems an unduly narrow view of “public purpose” to deny 
the municipality the role of financing and operating such a project. 
One hundred years ago, it was common for towns to contribute to 
the construction of railroads to serve them.*® The same North Caro- 


63 142 Fla. 476, 195 So. 402 (1940). 

64 Clemons v. Meadows, 123 Ky. 178, 94 S. W. 13 (1906). In this case the 
court held, “. . . Hotels are established and maintained for the purpose of 
serving the public. The opening of a hotel is an invitation to the public to be- 
come its guests. Hotels are not conducted for the social enjoyment of the 
owners, but for the convenience of the public, that is, those whose business or 
pleasure may render it necessary that they shall ask and receive food and shelter 
at a place of public entertainment for compensation. A hotel is a quasi-public 
institution. . . .” 

65 Folsom v. Township Ninety Six, 159 U. S. 611, 16 Sup. Ct. 174, 40 L. ed. 
278 (1895); Gibbons v. Mobile & G. N. R. R., 36 Ala. 410 (1860); Stewart v. 
Polk County Sup’rs, 30 Iowa 1 (1870); Walker v. Cincinnati, 21 Ohio St. 14 
ot} _— v. Mayor of Philadelphia, 21 Pa. St. 147, 59 Am. Dec. 





EDITORIAL NOTES 405 


lina court, in Hudson v. City of Greensboro,®* approved the floating 
of municipal bonds to build a railroad depot. The same reasoning 
which led to that decision might well have led to similar approval in 
the principal case. It would have been more in line with the tendency 
to broaden the scope of those activities involving a “public purpose” 
in which a state or its political subdivisions may engage. 


Jerome C. NEVELEFF. 


66 185 N. C. 502, 117 S. E. 629 (1923). 
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ADMINISTRATIVE LAW—ScorE OF REVIEW OF SELECTIVE SERVICE 
CLASSIFICATION—EVIDENCE.—Petitioners Cox and Thompson were 
indicted for leaving without permission civilian public service camps 
to which they had been sent by draft boards, and petitioner Roisum 
was indicted for failure to return to such a camp after proper leave, 
all in violation of Sec. 11 of the Selective Training and Service Act 
of 1940, 54 Srar. 885, c. 720 (1940), 57 Star. 596, 597, c. 342 
(1943), 50 U. S. C. App. Supp. V, §§ 301-318 (1946). Petitioners 
registered under the Act on October 16, 1940, and passed through 
varying classifications culminating in each instance in a IV-E (con- 
scientious objector) classification, despite their claim to total ex- 
emption under Section 5(d) of the Act as regular and duly ordained 
ministers of religion. Each received an order to report to camp for 
duty and did so report. Each took their unauthorized departure from 
their respective camps in a matter of days. On their prosecution, 
they seek to raise as a defense improper classification by the draft 
boards in denying to them, as members of the sect known as Jeho- 
vah’s Witnesses, exemption from any service under the Act. Section 
5(d) provides that “regular or duly ordained ministers of religion” 
shall be exempt from military or other service under the Act. Sec- 
tion 622.44(b) of Selective Service Regulations defines a “regular 
minister” as one who customarily preaches and teaches the religion 
of a recognized sect of which he is a member, without having been 
formally ordained, and who is recognized as a minister by such sect. 
Paragraph (c) of the same regulation defines a “duly ordained min- 
ister” as one ordained in accordance with the ceremonial ritual of a 
recognized sect to preach its doctrines and who customarily performs 
such functions. The Director of Selective Service on November 2, 
1942, issued Opinion 14 which purported to clarify for draft boards 
the tests applicable to determine the right to exemption of a member 
of Jehovah’s Witnesses, the bases of which test turned on the time 
devoted to furtherance of the beliefs of the sect, the character of 
their ministerial functions as contrasted with those of ministers of 
other religions, and the light in which they-were regarded by other 
members of their sect. The selective service files of Roisum and 
Thompson, including all pertinent affidavits and exhibits submitted 
by them, showed that they devoted an average of forty to fifty hours 
per month to religious activities. That of Cox suggested that he 
might have given full time to such activities. In addition to their 
ineffective claim before the trial court for a directed verdict, peti- 
tioners contended they were entitled to a jury trial on the propriety 
of their classification and to the right to submit additional evidence 
relative to it, which evidence was neither considered by nor brought 
before the draft boards. Petitioners were convicted, and their con- 
victions were affirmed on appeal to the Circuit Court of Appeals. 
Held, that the classification of registrants who have made unsuccess- 
ful claim to total exemption may be reviewed to determine if there 
is any basis in fact for the finding of the draft board, that this review 
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is properly confined to the evidence contained in the selective service 
files, and that in the principal case this evidence was an adequate 
basis in fact for the classifications. This determination is one of law 
to be passed upon by the court and not to be submitted to the jury, 
who may not properly pass on the validity of an administrative order. 
Cox v. United States, — U. S. —, 68 Sup. Ct. 115 (1947). 

The decision handed down in this case adds another link in the 
cycle of the Falbo, Billings, Estep, and Gibson cases, and it is only 
in this case that the merits of the registrant’s classification were 
actually reached by the Court. Falbo v. United States, 320 U. S. 
549, 64 Sup. Ct. 346, 88 L. ed. 305 (1944); Billings v. Truesdell, 
321 U. S. 542, 64 Sup. Ct. 737, 88 L. ed. 917 (1944); Estep v. 
United States, 327 U. S. 114, 66 Sup. Ct. 423, 90 L. ed. 567 (1946) ; 
Gibson v. United States, 329 U. S. 338, 67 Sup. Ct. 301 (1946). 
The members of the Court were in substantial agreement that peti- 
tioners, having exhausted their selective service remedies as required 
by the Falbo case, supra, were entitled, under the Estep and Gibson 
cases, both supra, to a judicial review of their classification on a crim- 
inal prosecution for violation of sec. 11 of the Act, but they were 
not in agreement as to the extent this review should take. The Estep 
case had denied the validity of the argument that habeas corpus after 
induction was the registrant’s exclusive remedy, or that Congressional 
silence as to judicial review and their specification as to the finality 
of the local board’s determination, barring appeal under Presidential 
rules, foreclosed all review. Ng Fung Ho v. White, 259 U. S. 276, 
42 Sup. Ct. 492, 66 L. ed. 938 (1922). This finality meant that the 
evidence could not be weighed to determine whether the classifica- 
tion was justified, but did not prevent the Court from ascertaining 
whether, in fact, the local board had acted within its jurisdiction. 
Thus, “The question of jurisdiction of the local board is reached only 
if there is no basis in fact for the classification which it gave to the 
registrant.” Estep v. United States, supra. In the Gibson case, 
supra, much the same result was reached in the case of two IV-E 
registrants, one of whom refused to report to a conscientious ob- 
jectors’ camp, though all other steps in the administrative process 
had been taken, and the other of whom did report but subsequently 
left without leave five days later. It would thus appear that under 
the decided cases the Court was compelled to uphold a judicial review 
of the validity of their classifications, albeit a limited review. 

Reed, J., speaking for himself, Vinson, C. J., Jackson, J., and 
Burton, J., felt that this review should be strictly limited to the test 
of the Estep case—i. e., whether there was, in fact, any basis for the 
draft board’s classification. This determination must be made by the 
judge, not submitted to the jury as contended by petitioners, for the 
concept of a jury passing on the validity of administrative orders is 
not only contrary to administrative practice, but is not required by 
constitutional due process. Yakus v. United States, 321 U. S. 414, 
64 Sup. Ct. 660, 88 L. ed. 834 (1944); Smith v. United States, 157 
F. (2d) 176 (C. C. A. 4th, 1946), cert. den. 329 U. S. 776, 67 Sup. 
Ct. 189 (1946). The majority felt that Selective Service Regula- 
tion sec. 622.44 was consistent and in conformity with Sec. 5(d) of 
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the Selective Service Act. They likewise deemed Opinion 14 a 
reasonable and proper guide to the interpretation of the Act and 
Regulations thereunder. Under these standards, and restricting the 
evidence to that contained in the selective service files, the majority 
felt there was adequate basis for the local boards’ classifications, 
since this evidence showed petitioners Thompson and Roisum spent 
an insubstantial amount of time in religious activities, and that as to 
Cox the record merely suggested but did not prove that he gave full 
devotion to such duties. 

Douglas, J., speaking for himself and Black, J., agreed that the 
judgments of the lower court could be reversed only if there were 
no basis in fact for the classifications, and that this determination 
was properly one of law for the court. He felt, however, that there 
was a clear statutory mandate to exempt all “regular or duly ordained 
ministers of religion,” as interpreted by sec. 622.44 and that peti- 
tioners were embraced within such interpretation, since Jehovah’s 
Witnesses constitute a recognized religious sect and their door-to- 
door canvassing has been recognized as legitimate religious activity. 
Murdock v. Pennsylvania, 319 U. S. 105, 63 Sup. Ct. 870, 87 L. ed. 
1292 (1943). The mere fact that they failed to devote full time to 
religious activities he deemed not controlling, and a not uncommon 
practice among rural ministers. He made no reference to Opinion 
14, but the tacit assumption is there that he deemed it unresponsive 
to a clear Congressional mandate. “To deny these claimants their 
statutory exemption is . . . to adopt a definition of minister which 
contracts the classification provided by Congress.” 

Murphy, J., speaking for himself and Rutledge, J., objected to 
limiting the review of the classifications to a finding of anything less 
than substantial evidence. It was his feeling that care must be used 
not to make the review little more than rubber-stamp approval in a 
criminal trial, where, not the property, but the liberty and reputation 
of the registrant depends upon the validity of the classification. “... 
its validity should be established by something more forceful than a 
wisp of evidence of a speculative inference.” 

It is interesting to note that Frankfurter, J., concurred in the re- 
sult without opinion, which recalls his separate concurrence in the 
Estep case, resting, not on the Court’s finding of a “jurisdictional 
fact” basis on which to review, but on the fact that the registrant’s 
duty to obey under sec. 11 of the Act had not as yet ripened into an 
obligation since he had been denied appeals under the Selective Serv- 
ice System itself to which he was entitled and also since it appeared 
equivocating charges had been given to the jury. The Congressional 
mandate was clear, express, and unequivocal that the local board’s 
determination should be “final” and subject to review only within the 
Selective Service System itself. Not alone was the Act clear, but 
this interpretation had been acted upon, he pointed out, in the Falbo 
decision, supra, and by some forty judges in a subsequent series of 
cases throughout the first eight circuits. To show that this unanimity 
of judicial decision was known to and acknowledged by the Congress, 
he cited a reference to it by the House Committee on Military Affairs 
four years after the Act had been in operation. H. Rept. 36, 79th 
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Cong., Ist Sess. (1945). The Court’s argument, felt Frankfurter, 
“ .. revives, if indeed it does not multiply, all the casuistic difficulties 
spawned by the doctrine of ‘jurisdictional fact,’ ” which doctrine was 
brought forth by Hughes, C. J., in the famous case of Crowell v. 
Benson, 285 U. S. 22, 52 Sup. Ct. 285, 76 L. ed. 598 (1932). It is 
true that that case involved the granting of a trial de novo, rather 
than a mere judicial review which was provided for under the Long- 
shoremen’s and Harbor Workers’ Compensation Act, 44 Strat. 1424 
(1927), 33 U. S. C. $918 (1940). However, the principle would 
seem to be the same, since in each case it was the imperative desire 
of Congress to establish a speedy, expert and efficient method of deal- 
ing with problems peculiarly adapted to administrative handling, and 
denoting one facet of the Act and not another as a “jurisdictional 
fact” has little basis in logic or law. See dissent by Brandeis, J., in 
Crowell v. Benson, supra. 

As has previously been pointed out, however, the judicial review 
was practically compelled for the subject case under the decisions 
in the Estep and Gibson cases, and there can be little quarrel with 
this holding, since the question involved is one of individual freedom 
and liberty. When it is, however, remembered that during the period 
commencing with the first registration October 16, 1940, and culmi- 
nating with the year 1945, the total number of registrants had ap- 
proximated a figure of 50 million, it becomes apparent that the imper- 
ative and emergent character of this legislation to the welfare of the 
country demanded as few impediments as possible with its execution. 
“Congress wanted men to get into the army, not to litigate about get- 
ting in.” Frankfurter, J., in the Estep case. Thus, even though it 
be conceded that the number of so-called “religious” registrants bore 
a small relation to the whole, and that of this number only a pro- 
portion might be able to raise the point, the mere admission of the 
existence of a “jurisdictional fact” on which to overturn the Selective 
Service System’s classification constituted an ever-potential wedge 
capable of seriously impairing the operation of the Act. Thus, in the 
principal case, that the Court refused to overrule the local board’s 
classification where there was some basis in fact for it seems consis- 
tent with the Congressional intent. This principle was likewise rec- 
ognized by the Court in Eagles v. United States, 329 U. S. 304, 317, 
67 Sup. Ct. 313, also a case under Section 5 (d) of the same Act, 
wherein the Court said, “Our inquiry is ended when we are unable 
to say that the board flouted the command of Congress in denying 
Samuels the exemption.” Contrariwise, it would appear that the 
“substantial amount of evidence” sought by Murphy, J., to support 
the classification is inconsistent with the express terms of the Act, the 
Congressional intent, and the exigencies of the situation. R. B. O. 


ApbMIRALTY—PupsLic VeEsseLts Act.—Porello, a longshoreman, 
was injured while working on a public vessel of the United States. 
Within two weeks the insurer of Porello’s employer, in compliance 
with section 14 of the Longshoremen’s and Harbor Workers’ Com- 
pensation Act, 44 Strat. 1424 (1927), as amended by 52 Start. 1164 
(1938), 33 U. S. C. §§ 900-950 (1940), and without the compulsion 
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of an award, began compensation payments to Porello, who accepted 
them. Subsequently, Porello gave notice of election to sue the 
United States as a third party tort feasor rather than to receive com- 
pensation and filed a libel to recover damages from the United States 
under the Public Vessels Act, 43 Star. 1112 (1925), 46 U. S. C. 
§ 781 (1940). Petitioner, American Stevedores, Inc., contended that 
the Public Vessels Act provides a remedy only for damages to prop- 
erty and, further, that Porello, having accepted the above-mentioned 
compensation payments, lost whatever right of action he had against 
the United States as a third party tort feasor. Held, that the Public 
Vessels Act provides a remedy for personal injury as well as for 
property damage, and that the mere acceptance of compensation pay- 
ments does not preclude an injured employee from thereafter electing 
to sue a third party tort feasor. American Stevedores, Inc. v. Porello, 
330 U. S. 446, 67 Sup. Ct. 847 (1947). 

The Public Vessels Act provides that a “libel in personam in ad- 
miralty may be brought against the United States . . . for damages 
caused by a public vessel of the United States... .” The Court first 
pointed out that “damages” have historically been awarded both for 
injury to property and injury to person and that this was a fact too 
well-known to have been overlooked by the Congress in enacting this 
statute. The Court then examined the legislative history of the Act 
to attempt to determine the intent of the Congress in this matter. 
While H. R. 9535, 68th Cong. (1925), was the bill which was enacted 
and became the present Public Vessels Act, the only discussion of 
any significance related to H. R. 6989, 68th Cong. (1924), for which 
bill H. R. 9535 was designed as a substitute. The only substantial 
difference between the two was that H. R. 6989 limited jurisdiction 
to suits for “damages caused by collision by a public vessel,” while 
H. R. 9535, as enacted, covered all suits “for damages caused by a 
public vessel.” The proponent of H. R. 6989 stated, when that bill 
was introduced in the House of Representatives: “The bill I have 
introduced simply allows suits in admiralty to be brought by owners 
of vessels whose property has been damaged by collision or other fault 
of Government vessels and Government agents.” On inquiry as to 
whether suit could be brought only where blame was charged to the 
government, he replied: “Not entirely; where a man’s property is 
damaged, he can bring suit.” The House and Senate Committee re- 
ports on H. R. 9535, H. Rept. 913, 68th Cong., p. 1 (1925), and S. 
Rept. 941, 68th Cong., p. 1 (1925), stated that “the chief purpose 
of this bill is to grant private owners of vessels and of merchandise 
a right of action when their vessels or goods have been damaged as 
the result of a collision with any Government-owned vessel.” De- 
spite the fact that this language gives no indication of an intent to 
permit suits to be brought under the Act for personal injuries, the 
Court gave decisive weight to a letter from the Attorney General on 
H. R. 6989, which was incorporated in the above-mentioned Com- 
mittee reports on H. R. 9535, which stated: “The proposed bill in- 
tends to give the same relief against the Government for damages 
caused . . . by its public vessels . . . as is now given against the United 
States in the operation of its merchant vessels, as provided by the 
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suits in admiralty act of March 9, 1920.” Since the Suits in Ad- 
miralty Act, 41 Star. 525 (1920), 46 U. S. C. § 741 (1940), gave 
the right to sue for personal injuries, the Court considered that the 
Committee must have understood that the Act would provide a rem- 
edy to a person suffering personal injuries as well as property dam- 
age. The Court further considered that to hold that the Public Ves- 
sels Act does not provide a remedy for personal injuries would only 
throw this form of maritime action under the Federal Tort Claims 
Act of August 2, 1946, 60 Srar. 842 (1946), 28 U. S. C. A. § 921 
(1947), since that Act exempts from its coverage any claim for which 
a remedy is provided by the Public Vessels Act. Accordingly, the 
Court stated that it could not believe that the Public Vessels Act, 
read in the light of its legislative history, evinces a Congressional 
intent only to provide a remedy to the owners of damaged property. 

It would appear that the Court rested its decision of this issue 
upon rather unsubstantial grounds for, as stated by Mr. Justice 
Frankfurter in a dissenting opinion concurred in by the Chief Jus- 
tice: “To prefer the Attorney General’s view to that expressed by 
those in charge of a measure would . . . be not the normal choice.” 
Nevertheless, the result obtained is not unexpected, for successive 
decisions of the federal courts since the passage of the Act have con- 
sistently broadened its scope. In one of the first cases arising under 
the Act, O’Neal v. United States, 11 F. (2d) 869 (E. D. N. Y. 
1925), it was held that suits were not authorized for personal in- 
juries sustained by a seaman aboard a public vessel. In Dobson v. 
United States, 27 F. (2d) 807 (C. C. A. 2d, 1928), the decision of 
the O’Neal case, supra, was followed, but the court opened the door 
by stating that suits were not authorized for injuries suffered by naval 
officers caused by collision, while serving on a naval vessel, as the 
Act referred to damage caused by ships to third persons, who are not 
of her company. Four years later, in New England Maritime Co. v. 
United States, 55 F. (2d) 674 (Mass. 1932), it was held that the Act 
authorized recovery of damages for the death of a seaman on a mer- 
chant vessel resulting from a collision caused by a public vessel of 
the United States. In that case the court considered that a broad 
construction should be placed on the Act, on the basis that it was 
the obvious purpose of the Act to relieve Congress of a multiplicity 
of special acts necessary to compensate persons who had suffered 
damages either to person or property. Then, in State of Maine v. 
United States, 45 F. Supp. 35 (S. D. Me. 1942), the court stated 
that the Public Vessels Act and the Suits in Admiralty Act should 
be construed together as part of the same legislative scheme. Finally, 
in Canadian Aviator v. United States, 324 U. S. 215, 65 Sup. Ct. 
639, 89 L. ed. 901 (1945), it was held that “damages caused by a 
public vessel” does not limit waiver of immunity to cases of actual 
collision or where the vessel itself does the damage, but extends the 
waiver to cases where negligence of personnel of a public vessel 
in the operation of the vessel causes damage to other ships, their 
cargo and personnel, regardless of physical contact between the two 
ships, and where principles of admiralty law impose liability on 
private parties. While the above-mentioned decisions of the lower 
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federal courts are not binding on the Supreme Court, they are in- 
dicative of the growing trend of thought that if relief can possibly 
be granted under the Public Vessels Act the courts will make every 
effort to do so. 

Petitioner’s second contention was based on the ground that ac- 
ceptance of compensation amounted to a conclusive election not to 
sue a third party tort feasor within the meaning of sec. 33(a) of 
the Longshoremen’s and Harbor Workers’ Compensation Act, supra, 
which provides that, if a person determines that some person other 
than his employer is liable in damages, he may elect by giving notice 
to the deputy commissioner, to receive such compensation or to 
recover against such third person. The Court held, however, that 
since the Act provides that an employer must begin compensation 
payments within two weeks of the injury, but puts no time limitation 
upon the period during which an employee must make his election, it 
is the obvious purpose of the Act to provide payments during the 
period while the employee is unable to earn, without requiring him 
to give up his right to sue a third party when he is least fit to make 
such election. Such construction appears to be both reasonable and 
just, and is not in conflict with sec. 33(b) of the Act which pro- 
vides that acceptance of compensation under an award shall operate 
as an assignment to the employer of all right of the injured party 
to recover damages against a third person, for no award ever was 
made in this case. H. M. R. 


Civiz, AERONAUTICS ACT—ADMINISTRATIVE LAw, NATURE OF A 
Farr Heartnc.—A brief review of earlier proceedings is necessary 
to an understanding of the circumstances whereby a question of fair 
hearing arose in the present case. Southern Airways applied for 
certificates of convenience and necessity covering a system of air 
routes linking certain named cities in the Southeastern United States 
and stated its willingness to accept such other terminal and inter- 
mediate points as the Board might designate. Part of this applica- 
tion was consolidated with and decided in the Florida Case, 6 C. A. B. 
765 (1946); the remainder was consolidated with the Southeastern 
States Case, C. A. B. Docket No. 501 (1947). New Orleans, one 
of the cities named by Southern, was excluded from the Southeast- 
ern States Case, supra, at the prehearing conference and Southern 
amended its application, deleting New Orleans and substituting 
Mobile as its southwestern terminal point. Decision as to a part 
of the routes under consideration in the Southeastern States Case, 
supra, was later deferred for decision with the present case where 
routes to New Orleans were being considered. Southern entered 
the present case as an intervenor but not as an applicant for the 
New Orleans route or any other route. At the hearing in the pres- 
ent case Southern stated that it desired a route to New Orleans and 
considered itself an applicant because of the general request in its 
application in the Southeastern States Case, supra. This position 
was reiterated in its exceptions to the trial examiner’s report. Held, 
—Ryan, Vice-Chairman, concurring separately and Branch, Member, 
dissenting—that public convenience and necessity required one route 
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to New Orleans and that it be awarded to Southern Airways with 
provision that any party might obtain further hearing on this matter 
by making application therefor within twenty days. Mississippi 
Valley Case, C. A. B. Docket No. 548 (1947). 

The Board agreed that technically speaking Southern was not an 
applicant in the present case. There was disagreement as to whether 
the route could be awarded to it under these circumstances. The 
Chairman and one member speaking for the Board held that South- 
ern could still be considered an applicant in the Southeastern States 
Case, supra, because of its general request for additional points; that 
the public interest demanded that proceedings of this character be 
brought to conclusion as rapidly as possible and are not essentially 
adversary proceedings; that since Southern was an applicant in other 
proceedings and had made known its desire for the route in the 
present case, the other parties had ample notice and chance to be 
heard; that the merits of the issue as to who was to receive the route 
to New Orleans were fully tried; therefore, the route could and 
should be awarded to Southern at once rather than after further 
hearing and formal application by Southern. 

The Vice-Chairman, concurring separately, contended that even 
if Southern be considered an applicant for the New Orleans route 
in the Southeastern States Case, supra, because of its general ex- 
pression of willingness to accept such points as the Board might 
designate, the route could not be awarded to Southern in that case 
because such route was not,under consideration and nothing in the 
record of that case would support an award of the route. In the 
present case, where the route was considered and the record sup- 
ports the finding of public convenience and necessity for awarding 
the route to someone, it could not be properly awarded to Southern 
because Southern was not an applicant. Mere statements made at 
the hearing and in a brief to the effect that it still desired the New 
Orleans route would not put the other parties sufficiently on notice 
that Southern was in reality a party who might be awarded the route 
and not a mere intervenor as it formally purported to be. He con- 
cluded that the hearing should be reopened. However, since a dis- 
sent would result in a stalemate and no action, he decided to rely 
on the provision that the hearing would be reopened, on request of 
any party, to protect the rights of the formal applicants in this case. 
He expressed hope that his separate opinion would prevent the de- 
cision from becoming a precedent for the proposition that the worth- 
iest of motives may serve as a substitute for compliance with the 
requirements of a fair hearing. Neither the main nor concurring 
opinion cited authority to support the position taken. 

Branch, Member, dissented to the award of the route to anyone 
but concurred with the opinion of the Vice-Chairman on the question 
of fair hearing. 

All members of the Board agreed that the parties were entitled to 
a fair hearing in this case. The issue was whether there had been 
such a hearing. The second Morgan case, Morgan v. United States, 
304 U. S. 1, 58 Sup. Ct. 773, 82 L. ed. 1129 (1938), makes it clear 
that the “right to a hearing embraces not only the right to present 
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evidence but also a reasonable opportunity to know the claims of 
the opposing party.” That case involved establishment of rates. Al- 
though in the present case the proceeding, as between the applicants 
and the Board, may not have been adversary as would be true in a 
rate case; as between applicants—only one of whom could receive 
the route—it was of a sufficiently adversary nature as to be within 
the mandate of the Morgan case, supra. The narrow issue, here 
involved then, was whether or not Southern’s statements of desire 
for the New Orleans route made in the role of intervenor sufficiently 
apprised the formal applicants that the route might be awarded to 
Southern. The authorities bearing on the status of an intervenor 
indicate that it did not. In the case of Yankee Network v. Federal 
Communications Commission, 71 App. D. C. 11, 107 F. (2d) 212 
(1939), it was stated that the intervention procedure “is not for 
the purpose of creating rights or interests . . . but for protecting 
existing rights and interests.” Accord, Red River Broadcasting Co. 
v. Federal Communications Commission, 69 App. D. C. 1, 98 F. 
(2d) 282 (1938); cert. den. 305 U. S. 625, 59 Sup. Ct. 86, 83 L. 
ed. 400 (1938). 

Since Southern formally appeared as one seeking to protect exist- 
ing rights and not seeking new rights, other parties had no adequate 
notice that a route might be awarded to Southern and were denied 
a fair hearing. Since, however, the Board in the same decision pro- 
vided any party feeling aggrieved with an administrative remedy, 
judicial review was neither necessary nor available. 

The decision in the present case raises another question which 
was not discussed but which may be of a more serious nature than 
the matter of fair hearing. That is the question of whether the 
Board acted within its statutory power when it awarded the New 
Orleans route to Southern. Although the Civil Aeronautics Act, 
52 Strat. 977 (1938), 49 U. S. C. § 401 (1940), does not say that 
in proceedings of this nature certificates of convenience and necessity 
may only be awarded to applicants, it only provides affirmatively for 
their award to applicants and by implication limits their award to 
such persons. The Board has allowed a general request to serve as 
an application to give the Board leeway to award all necessary inter- 
mediate and terminal points being considered in a proceeding, South- 
eastern States Case, supra, but there is no justification for extending 
this doctrine so as to allow such requests to include points not con- 
sidered and not to be awarded in such proceeding. For this reason 
as well as because Southern expressly deleted New Orleans from 
its application, Southern should not, at the time of the award of the 
New Orleans route, be considered an applicant for that route in the 
Southeastern States Case, supra. Southern could not be considered 
an applicant in the present case as it chose to come in as an inter- 
venor. Therefore, aside from the question of fair hearing, the Board 
acted beyond its statutory authority in awarding the New Orleans 
route to Southern. J. M. 


COMMON CARRIERS—SEGREGATION OF PASSENGERS BY RACE— 
CARRIER REGULATION.—The defendant common carrier, to effectuate 
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its adopted policy requiring separate seating accommodations for the 
white and colored races, formulated certain regulations, copies of 
which were posted in the carrier’s ticket offices and published in its 
tariffs filed with the Interstate Commerce Commission. The regu- 
lations stated that the carrier reserved the right to control the seating 
of its passengers, and, accordingly, it issued instructions to its drivers 
to supervise the seating arrangements. Colored passengers were to 
seat from the rear, white passengers from the front while the buses 
were operating within the South. The plaintiff purchased a ticket 
from the defendant bus company to travel from Roanoke, Va., to 
Salisbury, N. C. Upon boarding the nearly empty bus, the plaintiff 
occupied a front seat, whereupon the driver requested him to move 
to one of the vacant seats in the rear. The plaintiff refused, and, 
upon the insistence of the driver that his instructions required him 
to seat colored passengers from the rear, the plaintiff left the bus. 
He then proceeded to the terminal office, and in answer to his pro- 
testations that the decision in Morgan v. Commonwealth of Virginia, 
328 U. S. 373, 66 Sup. Ct. 1050, 90 L. ed. 1317 (1946), entitled 
him to sit where he pleased, was advised by the defendant’s Area 
Supervisor that the carrier had reserved the right in its tariffs to con- 
trol the seating of passengers. The plaintiff alleged in his complaint 
that he continued his journey by train, at extra expense, and with 
resulting delay and discomfort. Whereupon he made a claim for 
damages. Held, it is within the province of a common carrier in 
interstate commerce, in the absence of statutory control by Congress, 
to formulate and enforce reasonable regulations requiring separate 
seating accommodations for passengers according to race. Simmons 
v. Atlantic Greyhound Corp., U. S. Dist. Court, Western Dist. of Va., 
Civil Action No. 315, decided Dec. 30, 1947. Accord, New v. Atlantic 
Greyhound Corp., 186 Va. 726, 43 S. E. (2d) 872 (1947). 

The instant decision represents an initial step in the attempt to 
extend the doctrine of the Morgan case, supra, wherein a state statute 
requiring segregation of passengers by race was declared to be un- 
constitutional. The Court made no frontal assault upon what might 
be considered the real issue—discrimination, but rather made a find- 
ing that the statute constituted an undue burden on interstate com- 
merce, principally because it militated against the establishment of a 
“uniform national transportation service.” It is perhaps pertinent to 
note that the cases which involve an enforced segregation of races on 
common carriers generally fall into three groups, (1) where a state 
statute by its terms requires or prevents segregation in interstate 
commerce, (2) where the operation of such statute is restricted to 
intrastate commerce, and (3) where the enforcement stems from a 
regulation instituted by the carrier itself, rather than by the state. 
The Morgan case, supra, falls into the first group, the instant case 
into the third. It is also of value to keep in mind that the attacks 
upon the requirement of separate accommodations are usually based 
upon one or more of the following grounds, namely, (1) that the 
requirement constitutes an undue and unreasonable burden upon in- 
terstate commerce, (2) that to deny identical facilities is discrimi- 
natory in violation of the passenger’s civil rights guaranteed by the 
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Fourteenth Amendment, and (3) a point actually subsidiary to the 
previous one, that the carrier has failed to provide reasonably equal 
facilities and consequently has been guilty of discrimination. 

The court, in sustaining the power of the defendant to segregate 
by its own regulation, made an extensive survey of the existing law 
on the subject as represented by Supreme Court and other prece- 
dents. First, it was found that, as the Supreme Court has consistently 
held, a denial of identical accommodations and a concurrent require- 
ment of segregation of white and colored persons on public carriers, 
so long as the accommodations are reasonably equal, is not an infrac- 
tion of the Fourteenth Amendment. See McCabe v. A. T. & S. F. 
Ry. Co., 235 U. S. 151, 35 Sup. Ct. 69, 59 L. ed. 169 (1914) ; Plessy 
v. Ferguson, 163 U. S. 537, 16 Sup. Ct. 1138, 41 L. ed. 256 (1896). 
On this point, the court went further to find that this case does not 
fall within the category of cases where relief by way of damages has 
been granted for discrimination, in violation of the passenger’s civil 
rights, resultant from a refusal or failure to furnish colored pas- 
sengers with facilities reasonably equal to those enjoyed by white 
passengers at the same time and place. See Mitchell v. United States, 
313 U. S. 80, 61 Sup. Ct. 873, 85 L. ed. 1201 (1941), where a col- 
ored passenger was denied first-class Pullman accommodations by a 
railroad; and Henderson v. United States, 63 F. Supp. 906 (Md. 
1945), where a colored passenger was denied dining car service by 
the railroad’s employees. It is also interesting to note that in the 
latter case the court refused to enjoin regulations which require seg- 
regation, since the rules themselves carefully set forth a scheme de- 
signed to provide equal, though not identical, facilities. 

Second, the court stated that the decision of the Morgan case, 
supra, did not apply. It considered the Morgan case to be based 
solely on the point that regulation by local statutes, which character- 
istically vary from state to state, resulted in conflicting rules inter- 
mittently governing an interstate journey, that uniformity of national 
transportation service was consequently impaired, and that therefore 
such statutes constituted an undue burden on interstate commerce. 
In other words, the state enactment was invalid as an encroachment 
upon the interstate commerce power of Congress, whereas the car- 
rier regulation for reasons mentioned below was not. Further, in 
commenting that the plaintiff would, while traveling on the defendant 
carrier, be confronted with the same rule in North Carolina which 
he met in Virginia and that therefore no burden or inconvenience 
arose from varying customs in different states, the court, at least by 
implication, indicated that it considered the regulation to meet the uni- 
formity argument advanced in the Morgan decision. Third, and 
perhaps the salient consideration of the decision, the court found that 
the absence of Congressional action under the interstate commerce 
power was a strong indication of an intent by Congress to leave the 
carrier free to adopt such reasonable rules as it felt were expedient 
under the circumstances of its particular operations. In strong sup- 
port of this opinion is the holding in Hall v. DeCuir, 95 U. S. 485, 
24 L. ed. 547 (1878), wherein the Court, after finding that a Louis- 
iana statute aimed at preventing segregation of passengers was an 
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undue burden on interstate commerce, determined that inaction by 
Congress was an equivalent to a declaration that the carrier should 
exercise its common law prerogative to adopt reasonable rules for the 
disposition of its passengers. The same principle was reiterated in 
Chiles v. C. & O. Ry., 218 U. S. 71, 30 Sup. Ct. 667, 54 L. ed. 936, 
Note (1910) 11 L. R. A. (N. S.) 268, wherein the Court stated that 
a carrier might adopt such rules and regulations as were reasonable 
in interstate commerce, free from interference, except by Congress. 
Fourth, the court proceeded to dispose of any possible doubts con- 
cerning the power of the carrier to institute such regulation. The 
Supreme Court had previously recognized this power, Mitchell v. 
United States, supra; Chiles v.C. & O. Ry., supra; Hall v. DeCuir, 
supra. Also, what had been a right at common law to adopt reason- 
able rules for governing a carrier’s operation, was shown to have 
become a duty under the Motor Carrier Act of 1935, a provision of 
which requires the carrier “to establish just and reasonable regula- 
tions,” 49 Star. 558 (1935), 49 U. S. C. 316(a). The question then 
became whether or not the regulation was within the limitation of 
reasonableness. The Court weighed the following factors in making 
an affirmative determination, (1) the fact that the carrier was regu- 
lating the use of private property in its own business, as distinguished 
from a state’s attempting to do the same thing, (2) the customs and 
traditions of the people, (3) the lack of variation in regulation be- 
tween North Carolina and Virginia and (4) the considered opinion 
of carrier executives that in’ meeting the responsibility of safe car- 
riage, the rule was at this time necessary to preserve the peace and 
avoid violence. In view of these factors, the court stated that it could 
not declare the rule unreasonable. 

As might be surmised from the foregoing, the District Court’s 
opinion is substantially in accord with the outstanding precedents in 
point. The interest in the legal principle which it repeats, despite 
the plaintiff's attempt to extend the doctrine of the Morgan case, lies 
in the speculation as to whether and how long the principle will con- 
tinue to exist. It could be overthrown either by legislative act or 
judicial decision. That Congress could, under the interstate com- 
merce power, pass a statute, otherwise valid, either requiring or pre- 
venting segregation on common carriers moving in interstate com- 
merce is beyond dispute, and was the subject of express comment in 
each of the Supreme Court decisions cited above. But it is equally 
obvious that Congress has not chosen to do so, and probably will 
undergo no change of heart until social evolution has brought about a 
relaxation of the present public sentiment in the South. This would 
seem to focus our attention upon possible judicial action. Two pos- 
sible approaches are immediately discernible. The first is an altera- 
tion of interpretation of what constitutes discrimination within the 
meaning of the Fourteenth Amendment. Conceivably, if the Supreme 
Court reversed its previous decisions to the extent of finding that 
members of the colored race were entitled as a matter of right to re- 
ceive not merely equal accommodations but identical accommodations, 
segregation would by judicial interpretation become unconstitutional. 
The interpretation to be given to language is primarily a question of 
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law and therefore properly within the scope of judicial power. How- 
ever, there has been no substantial indication that the court is pre- 
pared to entertain such a conclusion, and it carefully avoided the 
issue in the Morgan case. The second possibility is implied in the 
words of the majority opinion in the Morgan case, “It seems clear 
to us that seating arrangements for the different races in interstate 
motor travel require a single uniform rule to promote and protect 
national travel.” This statement, whatever its foundation in legal 
precedent, could as well be applied to a carrier regulation as to a state 
statute. Indisputably, this approach would raise the cry that the court 
was going beyond its judicial power to assume the role of what Jus- 
tice Black, concurring, in the Morgan case called a “super-legisla- 
ture.” In declaring a statute to be a burden upon interstate com- 
merce, the court confines itself to a principle which has, despite vig- 
orous opposition by dissenting Supreme Court Justices, come to be 
well recognized today—that any state statute which operates substan- 
tially to affect interstate commerce is a burden, a derogation of the 
interstate commerce power of Congress. But to find, independently 
of this principle, that a carrier regulation must conform to what the 
court conceives to be a desirable uniform national transportation rule, 
would seem to be an unwarranted invasion of the legislative field by 
the judiciary. Such a declaration is more properly the exercise of 
the legislative authority of Congress, or the quasi-legislative discre- 
tion vested in the Interstate Commerce Commission. J. C. B. 


CoMMUNITY Property — CoNsTITUTIONAL Law.— Test case 
brought to determine the validity of the Pennsylvania Community 
Property Law, Pa. Session Laws, Act No. 550 (1947). Plaintiff is 
the assignee of a life insurance policy of the Penn Mutual Life Insur- 
ance Company. Lewis, the assignor and former owner, acquired the 
policy subsequent to the date of his marriage which is still in effect. 
Prior to the time of the assignment, but after the effective date of the 
Community Property Act, Lewis paid a premium giving notice to the 
defendant company that the funds used to pay the premium were 
derived from three sources. Part of the amount was income from a 
trust established by his grandfather before his marriage. Another 
part was a check received after the effective date of the Act as a 
dividend on stock owned prior to the effective date of the Act. The 
balance of the premium payment was made with cash held prior to 
the effective date of the Act. Defendant insurance company refused 
to issue a paid up policy to the plaintiff, claiming that the consent of 
Mrs. Lewis to the assignment was necessary since part of the amount 
used to pay the premium was community property in which she had 
a one-half interest. Plaintiff seeks a mandatory injunction directing 
the defendant company to issue him the paid up policy. Held, that 
the Community Property Law was unconstitutional and that therefore 
the plaintiff was entitled to the paid up policy. Willcox v. Penn 
Mutual Life Insurance Company, Pa. ,55A. (2d) 521 (1947). 

The Pennsylvania Community Property Act provided that prop- 
erty held before marriage or before the effective date of the Act, 
September 1, 1947, whichever was later and that acquired afterwards 
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by gift, devise or descent, or received as compensation for personal 
injuries was separate property; property acquired during marriage 
and subsequent to the effective date of the Act was community prop- 
erty. See, in general, Latta and Gemmill, Observations on Some 
Pennsylvania Community Property Problems (1947) 96 U. oF Pa. 
L. Rev. 20. These provisions closely follow the language used in the 
introductory sections of other modern community property statutes. 
Nebraska Stat. § 42-601-603 (1947); Oregon Compiled Laws Ann., 
c. 525 (1947); 32 Oklahoma Stat., c. 1 (1945). The court in the 
principal case first determined the status of the property used to pay 
the premium. The cash held by Lewis prior to the effective date of 
the Act was conceded to be within the broad introductory definition 
of separate property as set out in § 1 of the Act, supra. The stock 
and interest in the trust standing alone were both also classified as 
separate property having been held by Lewis prior to the effective 
date of the Act. However, the money used in paying the premium 
was income from these two sources. No express provision was made 
as to such income. § 4 of the Act, supra, defining the extent of the 
wife’s control, provided for control of her separate property “. . . and 
that portion of the common or community property consisting of her 

. income from her separate property and all other common or 
community property... .” (Italics added.) From the language of 


this section the court determined that the intent of the legislature was 
to include as community property all income from separate property. 
The same rule prevails in some of the older community property 
states. Idaho Comp. Stat. § 4660 (1919) (income from separate 


property is community property unless designated for wife’s sole and 
separate use), Thorne v. Anderson, 7 Idaho 421, 63 Pac. 592 (1900) ; 
Texas Const. art. 16 §15, Texas Code Annotated (Vernon) 
§§ 4613, 4614, 4619 (1935), Commissioner of Internal Revenue v. 
Terry, 69 F. (2d) 969 (C. C. A. 5th, 1934). But cf. Arnold v. 
Leonard, 114 Tex. 535, 273 S. W. 799 (1925) (attempt to make in- 
come from separate property, separate property held unconstitutional ). 
The majority of the other community property states provide that 
income from separate property is also separate property. Washington 
Rev. Stat. (Remington) § 6890-6892 (1922), In re Dougherty’s Es- 
tate, Wash. , 176 P. (2d) 335 (1947); California Civil Code 
(Deering) § 163 (1941), Huber v. Huber, 27 Cal. (2d) 784, 167 P. 
(2d) 708 (1946); New Mexico Stat. § 65-305 (1941), McElyea v. 
McElyea, 49 N. M. 322, 163 P. (2d) 635 (1945) ; Arizona Code Ann. 
§ 63-302 (1939). The court indicated that if the legislature had 
attempted to make separate property, community property the Act 
would clearly have been unconstitutional. Unirep States Const1- 
tution, Amend. XIV; Pennsylvania Constitution art. I §9. The 
court could not distinguish such a provision from the provisions of 
the Pennsylvania Act, supra, for it said, “But how is the situation 
different merely because . . . the Act communizes the future income 
from such property?” Willcox v. Penn Mutual Life Insurance Com- 
pany, supra. Under the Statutory Construction Act, Laws of Penn- 
sylvania 1019, § 55 (1937), the provisions of every law were de- 
clared severable, “. . . unless the court finds the remaining valid 
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provisions standing alone, are incomplete and are incapable of being 
executed in accordance with the legislative intent.” The court found 
that the intent of the legislature was to substantially lessen the federal 
income tax burden borne by Pennsylvania citizens. The Act without 
the invalid provision failed to accomplish this purpose and was there- 
fore void in its entirety. 

A second ground for invalidating the Act was that it was so vague 
and inconsistent in its provisions that it could not be properly ex- 
ecuted. Miller v. Belmont Packing and Rubber Co., 268 Pa. 51, 110 
Atl. 802 (1920). The Act provided that both husband and wife 
were to control that portion of the community property that he or she 
would have exclusively owned had the Act not been passed. The 
rights of possession, use, enjoyment and disposition in both spouses 
were thus unimpaired by the Act. Likewise § 7 of the Act provided 
that the community property stood liable for the debts and torts com- 
mitted by the spouse under whose control it was placed by the Act. 
The court found these provisions “. . . so inconsistent with, and con- 
tradictory to the nominal grant of vested interests in the community 
property as to make the very term ‘community property’ an obvious 
misnomer and to render the Act itself incapable of being executed.” 

The Pennsylvania Act and its subsequent judicial history should 
stand as an example to state legislatures intending to adopt com- 
munity property systems. Because of the substantial federal tax sav- 
ing the present tendency of the states is to adopt such systems, placing 
their own citizens on a more equable ground with those of the other 
community property states. Since 1945, Hawaii, Oklahoma, Michi- 
gan, Oregon and Nebraska have joined the eight original community 
property states. It is believed that in the absence of some affirmative 
federal action e.g. the Knutson bill, H. Res. 4790, 80th Congress 
(1947), the number of community property states will increase 
rapidly. D.C. R. 


ConsTITUTIONAL LAw—DuvuE ProcEss—PRIVILEGES AND IMMUNI- 
TIES—SELF-INCRIMINATION IN STATE TriALs.—Appellant, a citizen 
of the United States, was convicted in California of murder in the 
first degree. In the information appellant was charged with former 
convictions for burglary, larceny and robbery, and answered that he 
had suffered the previous convictions. This answer, pursuant to a 
provision of the California Penal Code, barred allusion to these 
charges of convictions on the trial. Under California decisions, how- 
ever, if the defendant, after answering affirmatively charges alleging 
prior convictions, takes the stand to deny or explain away other evi- 
dence that has been introduced, the commission of these crimes can 
be revealed to the jury on cross-examination to impeach his testi- 
mony. The Constitution and Penal Code of California permit com- 
ment by court and counsel upon defendant’s failure to explain or to 
deny by his testimony any evidence or facts in the case against him. 
The appellant did not testify, the District Attorney argued the case 
and the court gave its instructions in accordance with the constitu- 
tional and statutory provisions just referred to. The conviction was 
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affirmed by the Supreme Court of the State of California, People v. 
Adamson, 27 Cal. (2d) 478, 165 P. (2d) 3 (1946), and was appealed 
to the Supreme Court of the United States, appellant challenging the 
constitutionality of the provisions of California law permitting com- 
ment to be made on defendant’s failure to testify. Held, four justices 
dissenting, that the above-mentioned provisions of law do not violate 
the due process or privileges and immunities clauses of the Fourteenth 
Amendment. Adamson v. California, 332 U. S. 46, 67 Sup. Ct. 1672 
(1947). 

The Court first considered appellant’s contention that the privilege 
against self-incrimination is a right protected against infringement 
by the Fourteenth Amendment. The Court stated that it was settled 
law that the clause of the Fifth Amendment, protecting a person 
against being compelled to be a witness against himself, is not made 
effective by the Fourteenth Amendment as a protection against state 
action on the ground that freedom from testimonial compulsion is a 
right of national citizenship, or because it is a personal privilege 
or immunity secured by the Federal Constitution as one of the rights 
of man listed in the Bill of Rights. The suggestion that the dual 
citizenship recognized by the first sentence of the Fourteenth Amend- 
ment secured for citizens federal protection for their elemental privi- 
leges and immunities of state citizenship was made and rejected in 
the Slaughter-House Cases, 16 Wall. 36, 21 L. ed. 394 (U. S. 1873). 
This view has been regularly affirmed. Palko v. Connecticut, 302 
U. S. 319, 58 Sup. Ct. 149, 82 L. ed. 288 (1937) ; Twining v. New 
Jersey, 211 U. S. 78, 29 Sup. Ct. 14, 53 L. ed. 97 (1908) ; Maxwell 
v. Dow, 176 U. S. 581, 20 Sup. Ct. 448, 44 L. ed. 597 (1900). The 
power to free defendants in state trials from self-incrimination was 
specifically determined to be beyond the scope of the privileges and 
immunities clause of the Fourteenth Amendment in Twining v. New 
Jersey, supra. 

The Court next held that the due process clause does not protect, 
by virtue of its mere existence, the accused’s freedom from giving 
testimony by compulsion in state trials. This also was specifically 
established in the Twining case. While admitting that a right to a 
fair trial is a right protected by the due process clause, Buchalter 
v. New York, 319 U. S. 427, 63 Sup. Ct. 1129, 87 L. ed. 1492 
(1943); Chambers v. Florida, 309 U. S. 227, 60 Sup. Ct. 472, 84 
L. ed. 716 (1940), the Court held that it does not draw all the rights 
of the federal Bill of Rights under its protection. That contention 
was rejected in Palko v. Connecticut, supra. 

The Court then examined the effect of the California law to see 
whether the comment allowed on failure to testify violated the pro- 
tection against state action that the due process clause does grant to 
an accused. Since such comment does not give rise to any presump- 
tion, rebuttable or irrebuttable, either of guilt or of the truth of any 
fact that is offered in evidence, or shift the burden of proof or the 
duty of going forward with the evidence, the Court held that com- 
ment thus restricted presented no violation of the due process clause. 

Mr. Justice Frankfurter, in a concurring opinion, dealt mainly with 
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the scope of the due process clause of the Fourteenth Amendment. 
He pointed out that, between the incorporation of the Fourteenth 
Amendment into the Constitution and the beginning of the present 
membership of the Court, the scope of that Amendment had been 
passed upon by 43 judges and that, of all these, only one had ever 
indicated a belief that the Fourteenth Amendment was a shorthand 
summary of the first eight Amendments and that due process incor- 
porated those Amendments as restrictions upon the powers of the 
states. 

In a long dissent Mr. Justice Black contended that the historical 
events that culminated in the Fourteenth Amendment, and the ex- 
pressions of those who sponsored and favored, as well as those who 
opposed its submission and passage, adequately indicate that one of 
the chief objects that the provisions of the Amendment’s first section 
were intended to accomplish was to make the Bill of Rights applicable 
to the states. 

This case is of interest mainly in indicating that there is still much 
controversy as to the scope of the Fourteenth Amendment over three- 
quarters of a century after its adoption. This is indeed surprising 
when it is considered that, from the Slaughter-House Cases, supra, 
to the case before us, a long line of decisions has uniformly held that 
the first section of the Fourteenth Amendment does not impose the 
Bill of Rights upon the states. And yet, while the Twining case 
squarely decided, with but one dissent, that the privileges and immu- 
nities clause and the due process clause did not protect a person from 
self-incrimination in a state court, the same issue is raised again in 
the present case and the Twining case is reaffirmed by but a bare ma- 
jority of the Court, with the dissenters all contending that the scope 
of the Fourteenth Amendment should be construed as applying the 
Bill of Rights to the states. While Mr. Justice Black contends that 
in no case dealing with the scope of the Fourteenth Amendment, 
except Maxwell v. Dow, supra, have the historical events surrounding 
its adoption been considered, it is worthy of note, as pointed out by 
Mr. Justice Frankfurter, that the scope of that Amendment was first 
passed upon by judges who were themselves witnesses of the process 
by which it became a part of the Constitution. It would appear that 
this issue could have been passed over as settled by past decisions 
and no longer open to discussion, in keeping with the doctrine of stare 
decisis. More deliberation, on the other hand, could well have been 
given to the question as to whether the provisions of California law 
complained of did not in fact violate the accused’s right to a fair 
trial. While the Twining case decided that comment by court and 
counsel on defendant’s failure to testify was not in itself a violation 
of due process, here there is the added factor that the appellant in 
effect was forced to forego the opportunity to testify because of the 
danger of having his previous convictions revealed to the jury on 
cross-examination. In view of the concern shown by the Court in 
recent cases, too well discussed to require mentioning, in protecting 
individuals from self-incrimination by way of coerced confessions, it 
would not seem remiss to extend such reasoning to cover situations 
similar to the one here involved. H. M. R. 
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ConsTITUTIONAL LAW—FREEDOM OF SPEECH—POWER OF A Court 
to PuNIsH ror ConteMpT.—Petitioners are a publisher, an editorial 
writer, and a reporter of newspapers published in Corpus Christi, 
Texas. Respondent is Sheriff of Neuces County, Texas. The 
County Court of Neuces instructed the jury to return a verdict for 
the plaintiff in a forcible detainer case before it. Notwithstanding 
such instructions, the jury returned three successive verdicts for the 
defendant, all of which the judge refused to accept. In finally re- 
turning a verdict for the plaintiff, the jury stated that it was acting 
under coercion of the court. While a motion for a new trial was 
pending, petitioners were adjudged guilty of constructive criminal con- 
tempt by the county court, sentenced to three days in jail, and placed 
in the custody of the respondent. The judgment of contempt re- 
sulted from publication of an editorial and certain news stories in 
newspapers with which the petitioners were affiliated. The publica- 
tions labelled the judge’s refusal to hear both sides of the forcible 
detainer case as “high-handed” and a “travesty on justice,” deplored 
the fact that he was a “layman,” reported news of what certain 
groups of citizens proposed to do about his rulings, and concluded 
that the “first rule of justice” was to allow both sides the opportunity 
to be heard, with the result that when such rule was “repudiated” 
there was “no way of knowing whether justice was done.” The 
Texas Court of Criminal Appeals denied petitioners’ application for 
a writ of habeas corpus, and petitioners brought certiorari. Held, 
the publications did not constitute such “clear and present danger to 
the administration of justice” as would authorize petitioners’ convic- 
tion of contempt of court. Dissenting opinions were written by Mr. 
Justice Frankfurter and Mr. Justice Jackson. Craig v. Harney, 331 
U. S. 367, 67 Sup. Ct. 1249 (1947). 

An independent examination of the facts was made by the Court, 
because of its power to do so whenever it is asserted that a person 
has been deprived by a state court of a fundamental right secured 
by the Constitution. Ashcraft v. State of Tennessee, 322 U. S. 143, 
64 Sup. Ct. 921, 88 L. ed. 1192 (1944); Chambers v. State of 
Florida, 309 U. S. 227, 60 Sup. Ct. 472, 84 L. ed. 716 (1940). Such 
examination disclosed that the publications had had no more than a 
“reasonable tendency” to obstruct the administration of justice. How- 
ever, such “reasonable tendency” was insufficient to sustain an ad- 
judication of contempt by publication, for there was no indication 
that the articles had constituted a “clear and present danger” within 
the rule laid down in Nye v. United States, 313 U. S. 33, 61 Sup. 
Ct. 810, 85 L. ed 1172 (1931). In the latter case it had been held 
that the phrase “so near thereto as to obstruct the administration of 
justice” as employed in the Act of March 2, 1831, 4 Stat. 487, now 
§ 268 of Judicial Code, 36 Srar. 1163 (1911), 28 U. S. C. § 385 
(1940), must be construed as being restricted to acts performed in 
the vicinity of the court, rather than be construed to cover all acts 
which have a “reasonable tendency” to interfere with the course of 
justice. The compulsion of the First Amendment, made applicable 
to the States by the Fourteenth Amendment, Murdock v. Common- 
wealth of Pennsylvania, 319 U. S. 105, 63 Sup. Ct. 870, 87 L. ed. 





424 THE GEORGE WASHINGTON LAW REVIEW 


1292 (1943); Schneider v. State of New Jersey, 308 U. S. 147, 60 
Sup. Ct. 146, 84 L. ed. 155 (1939), was held to be a prohibition 
against a state court’s punishment by contempt for comment on pend- 
ing cases, unless there was a showing that such comment created a 
“clear and present danger” to the administration of justice. Bridges 
v. State of California, 314 U. S. 252, 62 Sup. Ct. 190, 86 L. ed. 192 
(1941). This view was reaffirmed in the principal case after having 
been previously upheld in Pennekamp v. State of Florida, 328 U. S. 
331, 66 Sup. Ct. 1029, 90 L. ed. 1295 (1946). In quoting from the 
language of the Pennekamp decision the Court stated that “Courts 
must have power to protect the interests of prisoners and litigants 
before them from unseemly efforts to pervert judicial action. In 
borderline instances where it is difficult to say upon which side the 
alleged offense falls, we think the specific freedom of public com- 
ment should weigh heavily against a possible tendency to influence 
pending cases. Freedom of discussion should be given the widest 
range compatible with the essential requirements of fair and orderly 
administration of justice.” Acting upon this, the majority held that 
the power to punish by contempt could not be exercised in impair- 
ing freedom of speech and of the press, because the comments under 
consideration did not present a serious and imminent threat to the 
administration of justice. The articles which were but partial reports 
of the proceedings at the trial for forcible detainer were dismissed 
as being improper bases for punishment by contempt since the re- 
porter could not be subjected to punishment merely because he missed 
an essential point in the case, and the reports as published were not 
such as to cause a public demonstration, imperil the fair administra- 
tion of justice or seriously threaten a “judge of reasonable fortitude.” 
The accounts of what various groups of citizens proposed to do like- 
wise were set aside as improper bases for contempt proceedings be- 
cause the occurrences had been of legitimate interest to the commu- 
nity, so that regardless of whether or not the groups themselves had 
been guilty of contempt, the newspaper which recounted such actions 
could not be deprived of the freedom of the press. In considering 
the effect of the editorial which lamented that a layman occupied the 
bench and objected to the court’s failure to hear both sides of the 
case before deciding it, reliance was placed upon the language em- 
ployed in Craig v. Hecht, 263 U. S. 255, 44 Sup. Ct. 103, 68 L. ed. 
293 (1923), to the effect that a judge could not hold a person in con- 
tempt merely because the individual published utterances which tended 
to belittle him or make him unpopular. In order for publications to 
be deemed contemptuous they must be more than vehement, but must 
immediately imperil the dispensation of justice. In appraising the 
editorial in the setting of the news stories which preceded and fol- 
lowed it, and in light of the community environment present at the 
time of its publication, it was considered innocent of the factor which 
would justify the petitioners’ punishment by contempt for it did not 
seriously threaten the judge’s ability to give impartial consideration 
to the motion for rehearing. Rather, it was but a criticism of the 
judge’s ability of the type to be expected where the judge was subject 
to re-election, and an intimation that he would not receive the sup- 
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port of the newspaper at the next election. In complaining of his 
failure to hear the arguments on both sides, the editorial did not 
attempt to pass on the merits of the case. 

The strong dissent of Mr. Justice Frankfurter, in which Chief Jus- 
tice Vinson concurred, pointed out that the heavy reliance of the 
majority opinion upon the decisions in Toledo Newspaper Co. v. 
United States, 247 U. S. 402, 38 Sup. Ct. 560, 62 L. ed. 1186 (1918) ; 
Nye v. United States, and Craig v. Hecht, both supra, was untenable, 
since the issue involved in each of those cases, unlike that here, was 
the construction of a federal statute wherein the power to punish for 
contempt which had been vested in the lower federal courts was lim- 
ited in regard to actions not in the presence of the court to such mis- 
behavior as was “so near” the presence of the court “as to obstruct 
the administration of justice.” 4 Srar. 487 (1831), 28 U. S. C. 
§ 385 (1940), supra. The present task was not only one of review- 
ing the decision of the Texas court, but also involved passing upon 
the power of the State of Texas, whose decision was challenged as 
contravening the due process clause of the Fourteenth Amendment. 
Therefore, the question was to be considered with a view to the total 
power possessed by Texas. Skiriotes v. State of Florida, 313 U. S. 
69, 61 Sup. Ct. 924, 85 L. ed. 1193 (1941). Since Texas had not 
seen fit to limit the power of its courts to punish for,contempt to the 
same degree to which the contempt power of the lower federal courts 
had been limited by Congress, he deemed it error to decide that be- 
cause the publications involved did not constitute contempt within 
the federal statute, Texas had violated the provisions of the Due 
Process Clause. The power of the States to punish for contempt was 
recognized from the earliest times, and is based upon the proposition 
that freedom of the press presupposes an independent judiciary with 
the power to punish interference with the rendition of an impartial 
decision in a pending case. Though the courts are subject to the same 
criticism as other people, once a case is completed, they have the 
power to institute contempt proceedings in order to prevent an inter- 
ference with the dispensation of justice by premature statements or 
intimidation made while a case is pending. Patterson v. State of 
Colorado, 205 U. S. 454, 27 Sup. Ct. 556, 51 L. ed. 879 (1907). The 
dissent of Mr. Justice Holmes in Toledo Newspaper Co. v. United 
States, supra, which was subsequently adopted as expressing the cor- 
rect view, in no way doubted the power of a State to punish for 
contempt, though the state policy concerning such power was broader 
than that permitted in the federal courts. Again, he referred to Pat- 
terson v. State of Colorado, supra, and failed to disapprove the hold- 
ing there when he first coined the phrase “clear and present danger.” 
Schenck v. United States, 249 U. S. 47, 39 Sup. Ct. 247, 63 L. ed. 
470 (1919). The phrase “clear and present danger” must be regarded 
as “concealing a novel, iron constitutional doctrine,” if under the cir- 
cumstances, the Texas court was not admitted to be justified in find- 
ing that the publications under scrutiny created a “clear and present 
danger” of an evil that Texas had the right to circumvent, by exert- 
ing Outside influence to procure the grant of a new trial. The ma- 
jority opinion had the effect of denying to the States the power to 
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punish by summary proceedings any attempts to influence the deci- 
sions in pending cases unless the misbehavior actually prevented the 
proceedings from going on in court, or took place in its immediate 
vicinity. 

In light of present-day conditions elsewhere in the world, where 
freedom of speech is no more than a myth, the decision here acquires 
additional meaning. It cannot be questioned but that any undue 
curtailment of the privileges assured to the American people by the 
Bill of Rights must be met with forceful measures. However, the 
majority of the Court in the instant case would appear to leave un- 
due leeway for the unrestrained publication of material which would 
be far more detrimental in its effect upon the rendition of judgment 
in pending controversies than were the editorial and news stories 
under scrutiny here. By depriving the States of the power to punish 
for contempt unless the allegedly contemptuous conduct occurred in 
the immediate vicinity of the court, as seems to be the standard laid 
down by the majority opinion, the Court overlooks the fact that many 
judges of state courts are in possession of elective offices, and there- 
fore, as human beings, are more likely to be swayed by derogatory 
publications than are the judges of federal courts, who are secure in 
their offices by virtue of life-tenure. It must be admitted that the 
publications here look pale in comparison with the telegram that fea- 
tured prominently in Bridges v. State of California, supra, but their 
innocence of so forceful a threat should not justify reaffirmance of 
the decision in that case that such actions are of insufficient magni- 
tude to constitute a “clear and present danger” to the dispensation 
of justice because the substantive evil that would likely result was 
not extremely serious, or the degree of imminence extremely high. 
To paraphrase the dissenting opinion in the Bridges case, the Court’s 
ruling here does not unequivocally admit that trial by newspapers 
has constitutional sanctity, but the opinion means that or nothing, for 
it does not frankly recognize the rights of the courts to deal with 
utterances aimed at interfering with the fair course of justice. The 
freedom of speech and of the press protected by the First Amendment 
cannot be read into the Fourteenth Amendment if the historic means 
used by the States for the protection of the unruffled course of justice 
is read out. The States’ age-old process of prohibiting expressions 
calculated to undermine a specific exercise of the judicial power is 
not forbidden by the Fourteenth Amendment. Poe. 


CoNnsTITUTIONAL LAw—RaciaL DISCRIMINATION IN SELECTION 
or JurtEs.—Eddie (Buster) Patton, a negro, was indicted and con- 
victed for murdering a white man. The jury was composed entirely 
of white men. In fact, there has not been a negro on any jury in 
Lauderdale County for the past 30 years. Patton made a timely 
motion to quash on the ground of discrimination in violation of the 
“equal protection of the laws” clause of the 14th Amendment of the 
U. S. Constitution. In denying this motion the Mississippi Supreme 
Court said that because the Mississippi law restricted jurors to eligi- 
ble electors, of whom the whites outnumbered the negroes 400 to 1, 
it would be unfair to the whites to have negroes on the venire of 100 
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because a quarter of a negro could not be found. 29 So. (2d) 96 
(1947). Actually the total adult population was 34,821 and the total 
adult negro population was 12,511. Held, The showing that no ne- 
groes had been on the grand jury for 30 years made out a prima 
facia case which shifted the burden of proof to the state and since 
they have failed to disprove discrimination the conviction is reversed. 
Eddie (Buster) Patton v. State of Mississippi, — U. S. —, 68 Sup. 
Ct. 184 (1947). 

The traditional American attitude is that an impartial jury shall 
be selected from a cross-section of the community; however, this does 
not mean that every jury must contain a complete cross-section. Thiel 
v. Southern Pacific Co., 328 U. S. 217, 220, 66 Sup. Ct. 984, 90 L. ed. 
1181 (1946). A negro cannot demand a jury composed entirely of 
his own race, Preleau v. United States, 50 App. D. C. 287, 271 Fed. 
361 (1921), cert. den. 257 U. S. 633, 42 Sup. Ct. 47, 66 L. ed. 407 
(1921), nor may he claim a mixed jury, Adkins v. Texas, 325 U. S. 
398, 65 Sup. Ct. 1276, 89 L. ed. 1692 (1945); Martin v. Texas, 200 
U. S. 316, 26 Sup. Ct. 338, 50 L. ed. 497 (1906) ; Virginia v. Rives, 
100 U. S. 313, 322, 25 L. ed. 667 (1880). In fact he is not even en- 
titled to have negroes on the panel from which the jury is to be se- 
lected. State v. Logan, 341 Mo. 1164, 111 S. W. (2d) 110 (1937). 
One case has said that a person is not entitled to have his race rep- 
resented at all if they are not competent. State v. Guirlando, 152 La. 
570, 93 So. 796 (1922). However, he is entitled to have a trial by 
a jury from which negroes have not been deliberately excluded solely 
because they are negroes. Neal v. Delaware, 103 U. S. 370, 26 L. oi 
567 (1881). According to 18 Stat. 336 (1875), 8 U.S. C. 
(1940), there shall be no discrimination in the selection of a ee 
jury and this section applies to states as well as to the Federal Gov- 
ernment, even though the states are their own source of authority. 
The constitutionality of this statute was ruled upon long ago, and is 
no longer subject to question. Ex parte Virginia, 100 U. S. 339, 
25 L. ed. 676 (1880). 

In the selection of a jury there must be no discrimination against 
any race, sex or occupation. State ex rel. Passer v. County Board of 
Renville County, 171 Minn. 177, 213 N. W. 545 (1927). There are 
many examples of discrimination. The exclusion of a wage earning 
class, Thiel v. Southern Pacific Co., supra, of Roman Catholics, 
Jaurez v. State, 102 Tex. Cr. R. 297, 277 S. W. 1091 (1925), or of a 
political party, United States v. Murphy, 224 Fed. 554 (N. D. N. Y. 
1915) ; Commonwealth of Kentucky v. Powers, 139 Fed. 452 (C. C. 
E. D. Ky. 1905) rev'd, on other grounds, 201 U. S. 1, 26 Sup. Ct. 
387, 50 L. ed. 633 (1906) is discrimination; although it has been 
held that discrimination against women is not a denial of equal rights 
to a man, McKinney v. State, 3 Wyo. 719, 30 Pac. 293 (1892), and 
the exclusion of negroes is not a discrimination against a white man. 
State v. Dierlamm, 189 La. 544, 180 So. 135 (1938). Jurors shall 
have the same qualifications as those required for jurors of the high- 
est state court, 36 Stat. 1164 (1911), 28 U. S. C. $411 (1940) ; 
thus, an exclusion of women would be valid if permissible by state 
law. Ballard v. United States, 329 U. S. 187, 67 Sup. Ct. 261 (1946). 

9 
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It has been held that a long and continued failure to call doctors and 
lawyers is not unlawful, Rawlins v. Georgia, 201 U. S. 638, 26 Sup. 
Ct. 560, 50 L. ed. 899 (1906), but discrimination along lines of na- 
tionality seems to have been left in an uncertain state by the courts. 
Sanchez v. State, 147 Tex. Cr. R. 436, 181 S. W. (2d) 87 (1944), 
permitted exclusion of Mexicans in the silence of the United States 
Supreme Court, but cf. Miera v. Territory, 13 N. M. 192, 81 Pac. 
586 (1905); State v. Guirlando, supra. Whether or not the exclu- 
sion of negroes is a discrimination against a negro when tried for an 
offense again his own race has not been settled by the courts. See 
Eastling v. State, 69 Ark. 189, 62 S. W. 584 (1901); State v. West, 
116 La. 626, 40 So. 920 (1906). Therefore to have unconstitutional 
discrimination there must be a deliberate exclusion of a class which 
has a right to serve and the defendant must be a member of that class. 

The fact that the Mississippi law gives to the jury commissioner a 
broad discretionary power is not ground for an objection, Williams v. 
State of Mississippi, 170 U. S. 213, 18 Sup. Ct. 583, 42 L. ed. 1012 
(1898), because each case must be individually probed to see if there 
has actually been a denial of equal rights. The discrimination by an 
administrative officer, if deliberate, is just as bad as if it had been 
by the state itself. Carter v. Texas, 177 U. S. 442, 447, 20 Sup. Ct. 
687, 44 L. ed. 839 (1900) ; Neal v. Delaware, supra. There is a pre- 
sumption of no discrimination, Washington v. State, 95 Fla. 289, 116 
So. 470 (1928), cert. den. 278 U. S. 599, 49 Sup. Ct. 8, 73 L. ed. 
528 (1928), which the defendant must overcome if his conviction is 
to be reversed. Tarrance v. Florida, 188 U. S. 519, 23 Sup. Ct. 402, 
47 L,. ed. 572 (1903); Charley Smith v. Mississippi, 162 U. S. 592, 
16 Sup. Ct. 900, 40 L. ed. 1082 (1896); Mamaux v. United States, 
264 Fed. 816 (C. C. A. 6th, 1920). One case said that if the com- 
missioner honestly believes that the white persons in his county are 
better qualified it is his duty to call them. State v. Turner, 133 La. 
555, 63 So. 169 (1913). But this is a dangerous doctrine which 
should be limited to the most extreme set of circumstances. It is no 
excuse that the jurors chosen were competent; although it may be 
evidence favoring the state if no charge was pending against the race 
at the time of the selection of the jury. Rose v. State, — Tex. Cr. R. 
—, 7S. W. (2d) 1078 (1928). 

When the defendant pleads discrimination the burden is on him 
to overcome the presumption of no discrimination. An intentional 
act must be shown. Bush v. Kentucky, 107 U. S. 110, 117, 1 Sup. 
Ct. 625, 27 L. ed. 354 (1883). The test is whether there has been 
a systematic exclusion, not whether or not there are negroes on one 
particular jury. Akins v. Texas, supra. The usual method of prov- 
ing a denial of rights is by showing a long and continued failure to 
call negroes, Hill v. Texas, 316 U. S. 400, 62 Sup. Ct. 1159, 86 L. 
ed. 1559 (1942); Hollins v. Oklahoma, 295 U. S. 394, 55 Sup. Ct. 
784, 79 L. ed. 1500 (1935); Norris v. Alabama, 294 U. S. 587, 55 
Sup. Ct. 579, 79 L. ed. 1074 (1935); Weems v. State, 148 Tex. Cr. 
R. 154, 185 S. W. (2d) 431 (1944); thus, making a prima facia 
case which the state must overcome. Also, the exclusion must have 
been because they were negroes, and must have been by official action, 
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since there is no discrimination where the state’s attorney peremp- 
torily challenges all negroes on the panel. People v. Roxborough, 307 
Mich. 575, 12 N. W. (2d) 466 (1943), cert. den. 323 U. S. 749, 65 
Sup. Ct. 80, 89 L. ed. 600 (1944). 

When Federal rights have been set up in a state court it is the 
U. S. Supreme Court’s duty to see whether that right was denied in 
substance and effect. If an examination of evidence is required it 
must be made, and once a decision is reached the state court must 
follow. Here the rights have been set up and the examination has 
been made. The evidence against Patton is most damning but it will 
not help the state to sustain their conviction since a 30-year uninter- 
rupted practice of exclusion has been shown. It has been alleged and 
proved that there are qualified electors present and it has been pointed 
out that over a third of the total population was negroes. Since a 
negro is on trial for the murder of a white man the racial feelings will 
run strongly. When the state court attempted to demonstrate by 
means of statistics that there was no discrimination it showed proper 
action only after the list of persons eligible for jury duty was drawn 
up. This does not refute the prima facia case established by Patton; 
so a violation of the Fourteenth Amendment was properly found. 

y 


W. W. 






Contract UNDER LEeND-LEASE AcT—ENFORCEABILITY OF PRo- 
VISION FOR LiguipATED Damaces.—Petitioner, Priebe & Sons, Inc., 
contracted with the Federal Surplus Commodities Corporation 
(FSCC) to furnish a quantity of dried egg products under the pro- 
gram initiated by agencies of the Department of Agriculture follow- 
ing the enactment of the Lend-Lease Act, 55 Strat. 31 (1941), 22 
U.S. C., Supp. V, § 411 et seq. (1946). The contract provided that 
acceptance of delivery be effected during a 10 day period commenc- 
ing May 18, 1942, the exact date being selected by FSCC, and also 
that delivery be accompanied by inspection and weight certificates. 
Pursuant to this contract, on May 26 FSCC issued notices for the 
shipment of dried eggs, and petitioner made prompt delivery in ac- 
cordance therewith. It was later determined that the dried eggs 
were not prepared for delivery by May 18, and that inspection cer- 
tificates were not issued until May 22. This contract contained two 
provisions concerning liquidated damages. One was applicable only 
to delays in delivery and is not pertinent to the present controversy. 
The other, important here, provides that failure to have the dried 
egg products inspected and ready for delivery by the date specified 
in the offer will be cause for the payment of liquidated damages. 
On the theory that failure to have the eggs inspected and ready for 
delivery on May 18 constituted a default under this provision, FSCC 
deducted 10 cents per pound from the price to be paid as liquidated 
damages. Petitioner seeks to recover the amount withheld plus 
interest. The petition was dismissed by the Court of Claims which 
held that the United States was entitled to liquidated damages. Peti- 
tioner brings certiorari. Held, the provision in question cannot be 
sustained as an agreement for liquidated damages but is unenforce- 
able as a penalty. A dissenting opinion was written by Mr. Justice 
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Black with whom Mr. Justice Murphy agreed, and another dissent 
was voiced by Mr. Justice Frankfurter with whom Chief Justice Vin- 
son joined. Priebe & Sons, Inc. v. United States, 68 Sup. Ct. 123 
(1947), rev’g 65 F. Supp. 457 (Ct. Cl. 1946). 

The law finds nothing reprehensible respecting provisions of con- 
tracts in which the parties attempt to estimate just compensation for 
breach of contract if, in event of the breach covered by that pro- 
vision, the resulting damage may be uncertain, immeasurable or 
otherwise not readily ascertainable as viewed at the time of making 
the contract. Wise v. United States, 249 U. S. 361, 39 Sup. Ct. 303, 
63 L. ed. 647 (1919) ; Sun Printing and Publishing Ass’n v. Moore, 
183 U. S. 642, 22 Sup. Ct. 240, 46 L. ed. 366 (1902); RestaTE- 
MENT, ConTRActs, § 339. However, a clause providing for the pay- 
ment of an agreed amount will not be valid, irrespective of the mere 
expression of intent by the parties, if that amount is unreasonably 
disproportionate to the loss that is likely to be sustained, or if by 
construing the intent of the parties, the court is convinced that the 
purpose of the provision was to give added impetus to the perform- 
ance of a promise to do something else. United States v. Bethlehem 
Steel Co., 205 U. S. 105, 27 Sup. Ct. 450, 51 L. ed. 731 (1907) ; 
accord, Kothe v. R. C. Taylor Trust, 280 U. S. 224, 50 Sup. Ct. 142, 
74 L. ed. 382 (1930); RESTATEMENT, CONTRACTS, supra. 

In the absence of specific standards adopted by Congress to the 
contrary, it is settled that government contracts are interpreted as 
are contracts between private individuals in analogous situations. 
United States v. Standard Rice Co., 323 U. S. 106, 65 Sup. Ct. 145, 
89 L. ed. 104 (1944); Hollerbach v. United States, 233 U. S. 165, 
34 Sup. Ct. 553, 58 L. ed. 898 (1914). Provisions for liquidated 
damages inserted in public contracts have long been sustained. Wise 
v. United States, United States v. Bethlehem Steel Co., both supra. 
A fortiori, the enforceability of contract provisions concerning liqui- 
dated damages are to be considered in the light of the foregoing 
principles of general contract law. 

Mr. Justice Douglas in the majority opinion announces that the 
contract of the petitioner with FSCC is construed such that the time 
of delivery was not May 18, but that time chosen by FSCC within 
the 10 day period, hence preparedness for delivery was of no import 
until the date set by FSCC. While this seems reasonable since per- 
formance was not actually due until FSCC requested delivery, yet a 
slight inconsistency is apparent between the construction given and 
the provisions of the two paragraphs of the contract concerning liqui- 
dated damages which state that the amount of damage would be de- 
pendent upon the elapsed time between the acceptance date and 
May 18, the first of the 10 day period, the implication being that 
May 18 was the agreed day upon which the material was to be ready 
for delivery. Regardless of the construction placed by the Court, it 
is clear that the provision in question covered acts which necessarily 
preceded performance, the inspection certificates being merely an 
essential of proper delivery, not separate and distinct from it. Briefly 
then, no damage could possibly accrue from any default described 
in the liquidated damages provision involved here, unless that de- 
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fault also came within the other paragraph of the contract providing 
for liquidated damages in event of delay in delivery. If this were 
the case, the United States would be adequately protected and 
compensated under this latter paragraph. The Court concludes, in- 
escapably, that the provision for liquidated damages in case of default 
in issuance of inspection certificates was intended only as a stimulus 
to performance operating as an added deterrent to default, and is 
therefore unenforceable as a penalty, oppressive and unjust. Accord, 
Kothe v. R. C. Taylor Trust, supra; contra, United States v. Walkof, 
144 F. (2d) 75 (C. C. A. 2d, 1944), Note (1945) 154 A. L. R. 
1255; RESTATEMENT, ConTRACTs, supra. In fact, the respondent’s 
suggestion that the clause might have an in terrorem effect of pro- 
moting efficient preparation for performance supports the Court's 
conclusion against it. 

Mr. Justice Douglas deals narrowly with the contention of re- 
spondent that a different rule should obtain due to the procurement 
powers under the Lend-Lease Act, supra, and refuses to imply the 
power to impose penalties in the furtherance of that program, despite 
the exigencies of war. 

The dissenting opinion of Mr. Justice Black emphasizes the un- 
desirability of interference of the courts with the power of govern- 
ment agents to contract, particularly under the Lend-Lease Act, 
supra, where integration of a large scale operation virtually necessi- 
tated the exaction of additional assurances that no delay would be 
caused. The action of the Court in cases of this kind he deplores as 
“supervisory and revisory powers over the terms of contracts volun- 
tarily and advisedly entered into by business groups with congression- 
ally authorized government agents.’ Under this interpretation, the 
disposition of this case amounts to judicial nullification of congres- 
sional purposes and intent. Perkins v. Lukens Steel Co., 310 VU. S. 
113, 60 Sup. Ct. 869, 84 L. ed. 1108 (1940). 

Mr. Justice Frankfurter in his dissent is in agreement with the 
majority of the Court that under the principles of contract law ap- 
plicable to ordinary government contracts, the provision involved in 
this litigation amounted to a penalty whose purpose was to deter non- 
compliance with the requirement of inspection certificates precedent 
to delivery and as such, would not receive the sanction of the courts. 
However, he states that this contract should not be looked upon as 
an ordinary peacetime contract and that the enforceability of such a 
provision would be justified by the circumstances of war. While 
Congress did not expressly state that penalties for non-performance 
could be imposed in contracts under the Lend-Lease Act, supra, con- 
sideration of the policy underlying the Act should not deny the con- 
tracting agencies that implied right under the pressure of the times. 
The Act states broadly that the President, through appropriate dele- 
gation, should “procure . . . any defense article” regarded as “vital 
to the defense of the United States.” From this, unrestricted power 
of procurement may well be implied with the fortunate result of 
leaving unfettered the hands of contracting agencies during time of 
crisis. 

While the majority opinion echoes a conservative stand which 
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doubtless should obtain, in absence of specific congressional author- 
ity, during time of comparative national calm, yet the dissenting 
opinion of Mr. Justice Frankfurter, analyzing the case in its setting 
and considering circumstances surrounding the problem, seems to 
present the more realistic view. M. E. K. 


IMMIGRATION AND NATURALIZATION — VETERANS — CITIZENSHIP 
FOR SERVICE IN ARMED Forces Durinc Worip War II.—A Chinese 
alien was admitted to this country as a visiting student. While he was 
here in college he attended the R.O.T.C. course for two years, and 
went to an R.O.T.C. camp for two consecutive summers. Upon the 
outbreak of the war he made application to the War Department for 
a commission in the Army of the United States. In furtherance of 
his purpose to obtain a commission, he took all the necessary physical 
examinations, and apparently was found to be physically fit. How- 
ever, the army notified him that it had no appropriate position for 
him. Subsequent to the war he applied for United States citizenship 
on the basis of service in the armed forces. Held, such activities in 
conjunction with the attempted enlistment are within the meaning of 
“served” as used in § 701 of the Naturalization Act of 1940, 54 Srar. 
1137 (1940), as added, 56 Star. 182 (1942); and as amended, 58 
Stat. 886 (1944); 59 Star. 658 (1945), 8 U. S. C., Supp. V, 
§ 1001 (1946). In the Matter of the Petition of Peter You Lo Chen 
for Naturalization, 74 F. Supp. 619 (Mass. 1947). 

In the Petition of Delgado, 57 F. Supp. 460 (Calif. 1944), upon 
which the court relies, there is clearly no support for its decision. 
In that case there was actual service in the Coast Guard. Delgado 
was subject “for duty”; compensation was paid for his services; he 
was subject to orders of the command, and he could not resign for 
the duration of the emergency. It was there pointed out that the 
reason for allowing concessions in the naturalization process was be- 
cause people in the armed services have come into contact with our 
democratic ideals and may be presumed to have a high degree of 
loyalty. There could be no such presumption in this case. In the 
case of a conscientious objector it has been held that he must be a 
member and “serve” in some capacity, even though non-combatant, 
to be entitled to the special privilege of the act. U.S. v. Girouard, 
328 U. S. 61, 66 Sup. Ct. 826, 90 L. ed. 1084 (1946). The mere 
fact that one has served in the military forces does not entitle him to 
citizenship under the provisions of this act in the absence of com- 
pliance with other prerequisites. Jn re Nielson, 60 F. Supp. 240 
(D. C. 1945). 

In this case, there is absolutely no indication that the petitioner 
had served in the armed services. The court specifically said that 
membership in the R. O. T. C. is not a basis for the application of 
the statute. Petitioner did not subject himself to induction under 
the Selective Service Act, but offered his services as an officer only. 
He was never inducted, nor was he at any time subject to military 
regulation. 

Statutes should receive a sensible construction and general terms 
should be so limited in their application as not to lead to absurd con- 
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sequences. United States v. Kirby, 7 Wall. 482, 19 L. ed. 278 (U. S. 
1869). Here the whole act clearly indicates that by “served” is 
meant actual induction into the military forces. The service of the 
petitioner in the military or naval forces must be proved by affidavits 
of two members of the military or naval forces. Also, it is necessary 
that petitioner serve “honorably.” In re Fong Chew Chung, 149 F. 
(2d) 904 (C. C. A. 9th, 1945). An “honorable discharge” connotes 
that the holder has served in the armed forces in such a manner that 
it is justified. One would not be entitled to such a certificate who 
had given no service. In re Fong Chew Chung, 149 F. (2d) 905 
(C. C. A. 9th, 1945). 

The legislative history of this act leaves no doubt that there must 
be actual service in the armed forces. Senator O’Mahoney, one of the 
managers of the bill in the Senate said, “This naturalization privilege 
is confined . . . to those who serve in the military and naval forces 
of the United States during the present war.” 88 Cong. Rec. 631 
(1942). The object of the bill was pointed out when he said, “The 
purpose of the bill is to bring naturalization proceedings to the indi- 
vidual who is serving in the military or naval forces of the United 
States. . .” 88 Cong. Rec. 589 (1942). 

There was nowhere any mention of patriotism, nor an intent that 
“served” should have any other than its ordinary meaning. The 
import of all the discussion of the bill displayed an intent to reward 
service, not the desire to serve, nor patriotism. 

The previous cases and the legislative history indicate that the 
court did not apply the ordinary rules of statutory construction, and 
reached an erroneous result in this case. D. A. B. 


PATENTS—SUFFICIENCY OF REFERENCE DISCLOSURE AS ANTICI- 
PATION IN PATENT APPLICATIONS FOR COMPOSITION OF MATTER 
CaSES—STANDARDS OF PATENTABILITY OF SAME.—Appellants were 
claiming as a new composition of matter a purified chemical com- 
pound of particular constitution and of therapeutic value. An early 
foreign chemical handbook disclosed the formula of the claimed 
product. It was alleged by appellants that the disclosure was erro- 
neous and merely accidental. In support thereof, appellants referred 
to the fact that a later edition of the same publication made no refer- 
ence to the product claimed and submitted an affidavit of opinion evi- 
dence of alleged inoperability of the processes of the reference to 
produce the product. Additionally, it was submitted that the unpuri- 
fied product hitherto known in the art, though also of therapeutic 
value, was unstable and of less professional and commercial value in 
comparison to the purified product claimed. Held, that the disclosure 
of the composition is not merely accidental; the operativeness of any 
of the processes by which it is claimed the product could be produced 
is immaterial; and that the difference in purity is but a matter of 
degree, not a difference in kind. In re Crosley, 159 F. (2d) 735, 72 
U.S. P. Q. 499 (C. C. P. A. 1947). 

Anticipation means disclosure in the prior art of a thing substan- 
tially identical and identical in substance. Sinclair & Carroll Co. v. 
Interchemical Corp., 325 U. S. 327, 65 Sup. Ct, 1143, 89 L. ed. 1644 
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(1945). A compound previously described by name in a printed 
publication is a disclosure which is sufficient to support the rejection 
of a claim for that compound. Rev. Star. § 4886 (1870), 35 U.S. C. 
§ 31 (1940). However, the doctrine is well established that novelty 
is not negatived by a prior mere accidental and unintentional occur- 
rence or production, the character and function of which was not 
recognized. Eibel Process Co. v. Minnesota & Ontario Paper Co., 261 
U. S. 45, 58-60, 43 Sup. Ct. 322, 67 L. ed. 523 (1923); Tilghman 
v. Proctor, 102 U. S. 707, 711, 26 L. ed. 279 (1880); McKee v. 
Graton & Knight Co., 87 F. (2d) 262 (C. C. A. 4th, 1937); H. K. 
Regar and Sons v. Scott and Williams, 63 F. (2d) 229, 231 (C. C. A. 
2d, 1933). The rationale of this rule arises out of the essence of 
patent law policy to reward persons for contributions to the arts and 
sciences relevant to which the prior accidental and unintentional dis- 
closure was of little if any value and remained embalmed in the prior 
art. Pittsburgh Iron and Steel Foundaries Co. v. Seaman-Sleeth Co., 
248 Fed. 705, 708 (C. C. A. 3d, 1917) ; American Stainless Steel Co. 
v. Rustless Iron Corp. of America, 2 F. Supp. 742 (Md. 1933). 
While the courts have not recognized nor set forth any distinction 
in the application of this doctrine between applications pending in the 
Patent Office and issued patents, however, the fact remains that this 
body of law has received its chief application in infringement and 
validity suits. In such cases, the additional burden of proof necessary 
to overcome the presumption of validity which attaches to the grant 
of a patent would be a factor. However, the U. S. Court of Customs 
and Patent Appeals has given this doctrine limited application in 
the consideration of the patentability of subject matter claimed in 
patent applications pending in the Patent Office. In re Ratigan, 147 
F. (2d) 1021, 64 U. S. P. Q. 567 (C. C. P. A. 1945) ; contra: In re 
Seid, 34 C. C. P. A. (Patents) 1039, 73 U. S. P. Q. 431 (1947); In 
re Wagner, 63 F. (2d) 987, 17 U. S. P. Q. 243 (C. C. P. A. 1933). 
Cf. In re Bager, 47 F. (2d) 951, 8 U.S. P. Q. 484 (C. C. P. A. 1931). 
Whether an accidental showing is or is not an anticipation of a later 
invention depends generally upon the facts in each particular case. 
In re Bager, supra. In the instant case the Court of Customs and 
Patent Appeals did not rule on the pertinency of the reference even 
if the disclosure had proved to be of an accidental nature but rather 
stated that it was not able to make a finding of “merely accidental.” 
The evidence submitted by appellants in this regard comprised the 
facts that the reference was of foreign publication representing a 
compilation of information from scource articles which did not spe- 
cifically refer to the compound in question, the allegations of inoper- 
ability of the stated processes for such product, and differences in 
purity and resulting stability. It would appear that the failure of 
such evidence to be of probative value negatives to a large extent 
the application of the “accidental disclosure” doctrine to applications 
for compositions of matter pending within the Patent Office; or at 
the very least, to have so narrowly circumscribed the limits of the 
same as to render it of very limited applicability. Suppose the evi- 
dence established as fact that the publication was due to a printer’s 
error? As to a draftsman’s error in a patent drawing, see Edison 
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Electric Light Co. v. Novelty Incand. Lamp Co., 167 Fed. 977 (C. C. 
A. 3d, 1909). In view thereof, a reconsideration of several of the 
evidentiary factors involved in the question of patentability where the 
reference discloses the formula or name for the composition of matter 
is deemed in order. 

Inoperative Process—A prior publication must be given effect in 
accordance with what it actually communicates to the public and 
expert testimony cannot be received to show that the statements there- 
in made were erroneous and to give it the effect it would have if 
reconstructed. In re Jayne, 129 F. (2d) 692 (C. C. P. A. 1942); 
Badische Anilin and Soda Fabrik v. Kalle and Co., 104 Fed. 802 
(C. C. A. 2d, 1900). It is well established at present that the fact 
of recital of an inoperative process in conjunction with the descrip- 
tion of the composition of matter is immaterial to the issue of suffi- 
ciency of disclosure as an anticipation of the product. Jn re Von 
Bramer, 127 F. (2d) 149, 53 U. S. P. Q. 345 (C. C. P. A. 1942) ; 
In re Marden, 48 F. (2d) 428,8 U. S. P. Q. 515 (C. C. P. A. 1931), 
and decisions cited therein. As aptly stated by the Court of Customs 
& Patent Appeals in Jn re Crosley, supra, “. . . this court is com- 
mitted to the doctrine that where a product is clearly disclosed in a 
publication, the operativeness of any of the processes by which it is 
claimed the product could be produced is immaterial, and that the 
disclosure of the composition is sufficient to anticipate a claim there- 
for.” 

Difference in Purity—That a difference in degree of purity does 
not predicate invention is well settled law. A patent cannot be award- 
ed for a chemical element, for a product of nature, or for the dis- 
covery of their inherent properties. In re Marden & Rich, 47 F. 
(2d) 958 (C. C. P. A. 1931); In re Marden, 47 F. (2d) 957 (C. C. 
P. A. 1931) ; General Electric Co. v. DeForest Radio Co., 28 F. (2d) 
641 (C. C. A. 3d, 1928); or for a manufactured abrasive found in 
nature, In re Ridgway, 76 F. (2d) 602 (C. C. P. A. 1935); or for 
an artificial ultramarine, Jn re Merz, 97 F. (2d) 599 (C. C. P. A. 
1938) ; or for a combination comprising a hormone existing naturally 
in the human body, Jn re Macallum, 102 F. (2d) 614 (C. C. P. A. 
1939); or for the isolation and identification of a known vitamin, Jn 
re King, 107 F. (2d) 618 (C. C. P. A. 1939). “The exception is that 
if the process produces an article of such purity that it differs not 
only in degree but in kind it may be patentable. If it differs in 
kind, it may have a new utility in which invention may rest,” Jn re 
Merz, supra. The leading decision is the celebrated “aspirin case,” 
Farbenfabriken of Elberfeld Co. v. Kuehmsted, 171 Fed. 887 (C. C. 
N. D. Ill. 1909), wherein the court held the patent valid notwithstand- 
ing the fact that the formula of the compound aspirin had previously 
been given in a prior publication although the new compound differed 
only in the purity of the product which gave it a new and beneficial 
use and new advantages in use. ‘When purified it became a very 
valuable (and in a patent sense a new) material used extensively for 
medicinal purposes for which it was in no sense suitable prior to its 
purification,” Jn re Merz, supra, with reference to the aspirin case. 
For the applicability of this singular point to an allegedly naturally 
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occurring compound, see Parke-Davis v. Mulford Co., 189 Fed. 95 
(C. C.S. D. N. Y. 1911), aff'd 196 Fed. 496 (C. C. A. 2d, 1912). In 
the present case, the appellants conceded that the unpurified and un- 
stable compound had therapeutic value for both professional and com- 
mercial use. Accordingly under the Jn re Merz doctrine set forth 
supra, the claimed more purified and more stable product was held to 
differ in degree rather than in kind. 

Difference in Form—Mere change of form in and of itself does 
not disclose novelty in the sense of the patent law though it may 
render the article new in commerce. The changed form of a new 
article from its condition in bulk to small particles by breaking, bruis- 
ing, slicing, rasping, filing, grinding, sifting or other mechanical 
means does not make an article a “new article” in a patent sense, 
Milligan & Higgins Glue Co. v. Upton, 97 U. S. 3, 24 L. ed. 985 
(1877). Similarly “flaked” wheat is a mere change of size, Sanitas 
Nut Food Co. v. Voigt, 139 Fed. 551 (C. C. A. 6th, 1905); and 
grinding flakes to flour does not render the product different in kind 
only one in degree, even though the flaked product of the prior art 
was an intermediate. Jn re Johnson, 162 F. (2d) 924, 74 U.S. P. Q. 
161 (C. C. P. A. 1947). Though “it may be less liable to spoil, 
more porous, more easily soluble . . . but . . . they are only the 
same qualities in an improved degree, which are inherent in other 
preparations of the same substance,” Maryland Hominy & Coralline 
Co. v. Dorr, 46 Fed. 773 (C. C. D. Md. 1891). A difference in 
brightness of color is treated in like manner in Cerealine Mfg. v. 
Bates, 101 Fed. 272 (C. C. A. 7th, 1900). The allegedly new product 
is not patentable by virtue of superiority in flavors and tenderness 
over a similar prior product. In re McKee, 95 F. (2d) 267 (C. C. 
P. A. 1938); or in stability, In re Crosley, supra. It is recognized 
that chemical products may often exist in several physical forms. 
Producing in crystalline non-hygroscopic form a substance previously 
known in the amorphous and hygroscopic state is not inventive broad- 
ly. In re Weijlard, 154 F. (2d) 133, 69 U.S. P. QO. 86 (C. C. P. A. 
1946). But the crystalline form may be patentable for the reason that 
it became thereby more durable, compact and could be used commer- 
cially in gas generators, whereas the former powdered product was 
uselsss for such purpose. Union Carbide Co. v. American Carbide 
Co., 181 Fed. 104 (C. C. A. 2d, 1910). See also Ex parte Parke, 
64 U. S. P. Q. 335 (Pat. Off. Bd. App. 1944) distinguishing Jn re 
Merz, supra. 

It is apparent that the mere purification, concentration, isolation 
or identification of compositions of matter heretofore disclosed in the 
prior art in an impure condition does not render the product patent- 
able. The fact that the procedure employed results in a new form, 
shape or condition will not vitiate the identity of substance ordinarily. 
The resulting product claimed must be capable of beneficial uses not 
inherent in the prior art product in order to properly lay the founda- 
tion for a holding of “different in kind.” The element of a new and 
beneficial utility not inherent in the prior art substance is necessary 
to escape the doctrine that a new use for an old composition of mat- 
ter is not patentable. Old Town Ribbon & Carbon Co. v. Columbia 
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Ribbon & Carbon Mfg. Co., 159 F. (2d) 379, 72 U. S. P. Q. 57 
(C. C. A. 2d, 1947); In re Thuau, 135 F. (2d) 344, 57 U.S. P. Q. 
324 (C. C. P. A. 1943). Cf. Ryan, Patentability of a New Use for an 
Old Composition of Matter (1947) 15 Geo. Wasu. L. Rev. 284. 
M. M. G. 


TAXATION—INCOME TAXES—NATURE OF INCOME—REcEIPT UN- 
DER “CLAIM oF Ricut.”—In 1941, Illinois imposed a tax upon pro- 
ducers of oil in the state at 3% of the value of the oil at the well. 
Every person accepting delivery of the oil from the producers was to 
collect the tax, deduct the cost of collection, not to exceed 2% of the 
amount collected, and transmit the balance to the State. Petitioner, 
an oil distributor, during the years 1941 and 1942, under threats of 
heavy penalties imposed by the statute, collected the tax, deducted 
2%, and forwarded the remaining 98% to the State, all under formal 
protest. It notified the producers that it believed the act unconstitu- 
tional and promptly instituted an action seeking to have the act 
declared invalid. In 1944 the Supreme Court of Illinois declared the 
act unconstitutional. The taxes were refunded to the petitioner, who 
refunded them to the producers, including the 2% which it had re- 
tained. However, in its 1941 and 1942 federal income tax returns, it 
had included the 2% in its gross income. Petitioner claimed these 
amounts were not properly included as income. The Tax Court, with 
five judges dissenting, held for the Commissioner of Internal Revenue. 
On petition for review, held, reversed. Under such circumstances, 
the petitioner had not received income. Sohio Corp. v. Commissioner, 
163 F. (2d) 590 (App. D. C., 1947). 

Throughout the course of the litigation the taxpayer had advanced 
two major contentions: (1) the sums in controversy did not consti- 
tute taxable income and were erroneously included as such in the 
taxpayer’s original federal returns; and (2) even if the sums were 
deemed to constitute income, the taxpayer was entitled to accrue, as 
an offsetting liability, an equal amount as evidencing its obligation 
to repay the producers. The Tax Court, in its opinion below, 7 T. C. 
435 (1946), without full and clear analysis declared the amounts to 
constitute taxable income, and then proceeded to dispose of the tax- 
payer’s second contention, holding that the liability to refund was con- 
tingent until the Illinois statute was declared unconstitutional and that 
therefore no offsetting liability could be accrued during the tax years. 

The Tax Court’s disposition of this second contention was undoubt- 
edly correct. The United States Supreme Court has repeatedly denied 
a deduction for a liability which is contingent, rather than fixed and 
certain, during the tax year in controversy. Dixie Pine Products Co. 
v. Commissioner, 320 U. S. 516, 64 Sup. Ct. 364, 88 L. ed. 270 
(1944) (no deduction permitted for an assessed state gasoline tax, 
collection of which taxpayer was contesting and which he later suc- 
ceeded in enjoining); Brown v. Helvering, 291 U. S. 193, 54 Sup. 
Ct. 356, 78 L. ed. 725 (1934) (deduction denied for liability contin- 
gent upon cancellation of insurance policies on which the taxpayer had 
received commissions) ; Burnet v. Huff, 288 U. S. 156, 53 Supp. Ct. 
330, 77 L. ed. 670 (1933) (deduction denied for funds received by 
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the taxpayer from his partner which the partner had embezzled from 
a trust fund held by the partnership and which the taxpayer had 
repaid in a later year); Lucas v. American Code Co., 280 U. S. 445, 
50 Sup. Ct. 202, 74 L. ed. 538, Note (1930) 67 A. L. R. 1015 (loss 
occasioned by taxpayer’s breach of contract not deductible in the year 
of the breach, since liability was contingent upon judgment being re- 
covered against the taxpayer). 

In Security Flour Mills v. Commissioner, 321 U. S. 281, 64 Sup. 
Ct. 596, 88 L. ed. 725 (1944), the taxpayer collected from its cus- 
tomers a processing tax under the AAA. The taxpayer enjoined 
collection of the tax and set up a reserve account for the accrued pro- 
cessing taxes which it collected. This reserve was deducted from 
gross income in the taxpayer’s 1935 tax return as an accrued tax lia- 
bility. Subsequently the taxing feature of the AAA was held uncon- 
stitutional and the taxpayer refunded to its customers the amounts 
it had collected. The Supreme Court held that the amounts were 
taxable as income during the year 1935, stating: “. . . a taxpayer 
may not accrue an expense the amount of which is unsettled or the 
liability for which is contingent, and this principle is fully applicable 
to a tax, liability for which the taxpayer denies, and payment whereof 
he is contesting. . . .,” 321 U. S. at 284. The instant case, on its 
face, is somewhat analogous to the Security Flour Mills case and the 
Tax Court felt it to be controlling (it should be noted, however, that 
in the Security Flour Mills case the sums in question were taxes 
owed under an unconstitutional statute, while in the Sohio case, the 
sums were not owing as taxes, but were collection charges earned by 
the taxpayer under the invalid Illinois act). If the sums in the 
Sohio case were truly income, it is correct to state that there could 
be no deduction for an offsetting liability, since such liability was not 
absolute in the tax year. 

In reversing the Tax Court, however, the court of appeals found 
that the sums were not income and hence not taxable. Even if it is 
admitted that there was a technical “receipt” of the sums, it seems 
hardly fair to treat the sums as income. The Tax Court itself has 
ruled that income can not be forced upon one who disclaims any right 
to the sums. Commissioner v. Gianinni, 42 B. T. A. 546 (1940), 
aff'd 129 F. (2d) 638 (C. C. A. 9th, 1942). 

The Supreme Court, in 1932, stated: “. . . If a taxpayer receives 
earnings under a claim of right and without restrictions as to its dis- 
position, he has received income which he is required to return, even 
though it may still be claimed that he is not entitled to retain the 
money, and even though he may still be adjudged liable to restore 
its equivalent. . . .” (emphasis added). North American Oil Cons. 
v. Burnet, 286 U. S. 417, 424, 52 Sup. Ct. 613, 76 L. ed. 1197 (1932). 
This statement, though uttered as dicta, has become a “well-estab- 
lished rule” and has found application in innumerable situations. The 
Commissioner and the Tax Court both felt the instant case fell within 
the ambit of the rule. The court of appeals, on the other hand, be- 
lieved that there was no receipt under “‘claim of right.” The taxpay- 
er’s actions, it was felt, in denying the validity of the tax, bringing 
immediate suit contesting the constitutionality of the Illinois taxing 
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act, and notifying the producers that it believed the tax to be invalid, 
were “the opposite of a claim of right” and amounted to a “specific 
denial of any right to them and a disavowal of any claim to them.” 
Thus the court considered that the sums came under the qualifying 
phrase of the North American Oil case, supra. 

The “claim of right” theory has received an interesting treatment 
in the courts. In Commissioner v. Wilcox, 327 U. S. 404, 66 Sup. 
Ct. 546, 90 L. ed. 752, Note (1946) 166 A. L. R. 891, the Supreme 
Court, in holding embezzled funds were not taxable to the embezzler, 
stated: “. . . mere dominion over money or property [is not] 
decisive in these cases. . . . a taxable gain is conditioned upon (1) 
the presence of a claim of right to the alleged gain, and (2) the ab- 
sence of a definite unconditional obligation to repay or return that 
which would otherwise constitute a gain. Without some bona fide 
legal or equitable claim, even though it be contingent or contested in 
nature, the taxpayer cannot be said to have received any gain or 
profit. . . .” (emphasis added), 327 U. S. at 407, 408. This would 
seem to indicate a retreat from the somewhat harsh statement in the 
North American Oil case. It also renders doubtful Burnet v. Huff, 
supra, where the taxpayer knew of the invalidity of his claim in the 
tax year. (See Clay Sewer Pipe Ass’n v. Commissioner, 139 F. (2d) 
130, 132 (C. C. A. 3d, 1943) distinguishing between receipt under 
claim of right and a claim by the recipient that he is not entitled to 
retain the funds once.received.) Other courts have held that there is 
no claim of right where the amounts are paid to and received by the 
taxpayer under a mutual mistake of fact. Knight Newspapers v. Com- 
missioner, 143 F. (2d) 1007 (C. C. A. 6th, 1944); Gargaro v. 
United States, 73 F. Supp. 973 (Ct. Cl. 1947) ; Greenwald v. United 
States, 57 F. Supp. 569 (Ct. Cl. 1944). 

After disposing of the “claim of right” question the court in the 
Sohio case stated: “. . . The cases of Dixie Pine Co. v. Commission- 
er and Security Flour Mills Co. v. Commissioner dealt with deduc- 
tion from income and held that a taxpayer may not accrue an expense 
the liability for which is contingent and is contested by the taxpayer. 
The problem in the present case concerns income rather than a deduc- 
tion, but we think that the same principle applies. Jf, as a matter of 
law, a deduction is not accruable if the lability is contingent and 
contested by the taxpayer, similarly income is not accruable if the 
right thereto is contingent, being denied and contested by the tax- 
payer. . . .” (emphasis added). Although no cases were cited in 
support of the proposition, there are decisions which substantiate it. 
In Virginia Coal & Coke Co. v. Commissioner, 99 F. (2d) 919 (C. C. 
A. 4th, 1938), payments made under an option agreement to keep the 
option alive were held not taxable in the year of receipt since the 
agreement provided that the sums were to be applied to the purchase 
price if the option were exercised and forfeited if the purchase were 
not made, thus rendering the vendor’s right to the sums contingent. 
In Wells v. United States, 64 F. Supp. 476 (Ct. Cl. 1946), sums 
received by the taxpayer-employee under a profit-sharing plan, subject 
to adjustment at the end of the year when the profits were ascertained, 
were held not taxable in the year of receipt due to the contingent 





440 THE GEORGE WASHINGTON LAW REVIEW 


nature of the receipt. But cf. Commissioner v. Brooklyn Union Gas 
Co., 62 F. (2d) 505 (C. C. A. 2d, 1933) (apparently contra). And 
see 1 Paul & Mertens, Law or FepreraL, INcoME Taxation (1934 
ed) §§ 11.23, 11.24. 

The holding seems to suggest either a further limitation upon the 
unpopular rules announced in the North American Oil and Security 
Flour Mills cases, or at least an avenue of escape from those rules. 
The court was evidently aware of this, since it very carefully stated 
that it did not intend the opinion to be broader than the case. 

R. L. M. 


TAXATION—STANDARDS UsED To DETERMINE THE VALIDITY OF A 
Famity PARTNERSHIP FOR INCOME Tax PuRPOSES—ScoPE oF JU- 
DICIAL REVIEW OF THE DECISIONS OF THE TAX CouRT—QUESTIONS 
oF Fact DISTINGUISHED FROM QUESTIONS oF LAw.—David Wilson 
and his wife Mary started a business of rendering animals in 1933. 
They both contributed capital and labor to the enterprise, and in 1941 
David Wilson contended that a valid family partnership existed. The 
Tax Court found that a partnership for income tax purposes did not 
exist, and that David Wilson was subject to a tax on the entire 
profits of the business. The Court of Appeals reversed the decision 
of the Tax Court. Held, reversed, Kerner, J., dissenting; under the 
standard set out in the cases Comm’r of Int. Rev. v. Tower, 327 U.S. 
280, 66 Sup. Ct. 532, 90 L. ed. 670, Note (1945) 164 A. L. R. 1144, 
and Lusthaus v. Comm’r of Int. Rev., 327 U. S. 293, 66 Sup. Ct. 
539, 90 L. ed. 679, Note (1945) 164 A. L. R. 1144, construed in 
the light of Dobson v. Comm’r of Int. Rev., 320 U. S. 489, 64 Sup. 
Ct. 239, 88 L. ed. 248 (1943), a valid family partnership for income 
tax purposes existed, making David Wilson liable for a tax on one- 
half of the profits of the rendering business only. Wéilson v. Comm’r 
of Int. Rev., 161 F. (2d) 661 (C. C. A. 7th, 1947). 

The majority opinion restates the standard set out in the Tower 
and Lusthaus cases, supra, as to the validity of a family partnership 
for income tax purposes, setting forth the factors which have proba- 
tive force in determining whether the party in question has earned 
or otherwise created the right to receive and control the income, and 
enjoy the benefits of it when paid. Accord: Belcher v. Comm’r of 
Int. Rev., 162 F. (2d) 974 (C. C. A. 5th, 1947). The majority and 
the dissenting opinions hold that there is sufficient evidence to sup- 
port a finding that there is a valid partnership for income tax pur- 
poses, as David and Mary Wilson joined together their money, skill, 
and labor for the purpose of carrying on the business. Accord: 
Meehan v. Valentine, 145 U. S. 611, 12 Sup. Ct. 972, 36 L. ed. 835 
(1892); Belcher v. Comm’r of Int. Rev., supra. The opinions split 
over the application of the Dobson case, supra, which holds that the 
same finality applied to the finding of an administrative body should 
be applied in the tax field. Accord: Comm’r of Int. Rev. v. Hein- 
inger, 320 U. S. 467, 64 Sup. Ct. 249, 88 L. ed. 171 be win This 
holding construes Revenue Act of 1926, 1003(b), Stat. 110 
(1926), now Int. Rev. Code § 1141(c)(1), 53 ang 164 (1939), 
26 U. S. C. §1141(c)(1) (1940), which limited judicial review of 
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the decisions of the Tax Court to questions of law. The court tends 
toward a strict construction of what is a matter of law and attempts 
to eliminate the prior use of such phrases as “ultimate fact” and 
“mixed law and fact” to support a review of the finding of fact of 
the Tax Court. The case of Kelley v. Comm’r of Int. Rev., 326 U. S. 
521, 66 Sup. Ct. 299, 90 L. ed. 278 (1946), in construing the same 
statute referred to H. Rept. 1, 69th Cong., pp. 19, 20 (1926), in an 
effort to determine the legislative intent. This report in substance 
states that the procedure in the review of the Tax Court decisions 
is to be similar to the review of the Federal Trade Commission orders 
and the orders of the Secretary of Agriculture under the Packers 
and Stockyards Act. Thus the review should‘ be limited to the con- 
stitutionality of the procedure used, the proper interpretation and 
application of the statute, and the existence of at least some evidence 
to support the finding of the Tax Court. While giving lip service 
to the standard of review set out in the Dobson case, supra, the ma- 
jority opinion does not state that the Tax Court finding of fact to 
the effect that a valid family partnership for income tax purposes 
existed, was not supported by the evidence, but rather that an oppo- 
site finding could more easily be supported. This opinion relies heav- 
ily on the uncontroverted testimony of David and Mary Wilson to the 
effect that they were to share equally in the profits. There is no- 
where in the opinion any intimation that the determination of the 
validity of the partnership is considered a question of law rather than 
a question of fact. 

While admitting that there is ample evidence to support a finding 
of a valid partnership, the dissenting opinion lists several important 
facts which tend to support the finding of the Tax Court. Among 
these are the oral representations by David Wilson as well as written 
representations in the state tax returns, that he was the sole owner 
of the business. Also there is evidence that no part of the profits of 
the business had ever been ascribed to Mary Wilson as a partner, 
or distributed to her, but rather that the profits had been used for 
household expenses. Accord: Belcher v. Comm’r of Int. Rev., supra. 
Thus the dissent holds that the question of whether a partnership 
exists is one of fact concerning which the evidence is in conflict, and 
points out that under the decisions of Cohen v. Comm’r of Int. Rev., 
148 F. (2d) 336 (C. C. A. 2d, 1945), and Neville Coke & Chemical 
Co. v. Comm’r of Int. Rev., 148 F. (2d) 599 (C. C. A. 3d, 1945), 
the uncontroverted testimony of the parties in interest is not bind- 
ing on the Tax Court if there are other facts which give rise to a 
contradictory inference. The holding of the dissent is strongly sup- 
ported by the interpretation of the Dobson case, supra, followed in 
Comm’r of Int. Rev. v. Scottish American Co., 323 U. S. 119, 65 
Sup. Ct. 169, 89 L. ed. 113 (1944). This case holds that the Tax 
Court has the primary function of finding the facts in tax disputes, 
and is to weigh the evidence, and choose from conflicting factual in- 
ferences and conclusions those it considers to be the most reasonable. 
The reviewing court is limited to making its own conclusions of fact 
only if there is no rational basis for the inference drawn by the Tax 
Court or the finding has no substantial basis in the evidence. Comm’r 
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of Int. Rev. v. Court Holding Co., 324 U. S. 331, 65 Sup. Ct. 707, 
89 L. ed. 981 (1945). In reiterating the doctrine of the Dobson 
case, supra, as to judicial abstinence from the factual disputes in the 
tax field, the court reasons that the facts in the different tax cases 
are so varied as to be of little value as precedent and thus the factual 
dispute does not warrant the necessarily great expenditure of time 
by the appellate courts. 

The case of Kelley v. Comm’r of Int. Rev., supra, holds that the 
Tax Court is an independent tribunal of experts for the determina- 
tion of tax liability, and that the usefulness of the court lies in ex- 
amining the relevant business facts to determine whether or not they 
are included within the scope of the taxing statute. The case further 
holds that the statute giving the power of review to the Circuit Courts 
of Appeal, Int. Rev. Code, § 1141(c)(1), supra, should be narrowly 
construed so as not to deprive the Tax Court of broad fact finding 
powers by broadening the definition of questions of law. The Court 
held that the question of whether payments were interest or dividends 
was a question of fact and not law, as these are common words 
which can be easily and clearly defined. Accord: Comm’r of Int. 
Rev. v. Wmyss, 324 U. S. 303, 65 Sup. Ct. 652, 89 L. ed. 958 (1945). 
This seems analagous to the question in the instant case of whether 
a valid partnership for income tax purposes had been formed, since 
the Tower and Lusthaus cases, supra, have laid out a clear standard 
to be followed in determining this question. But cf. Binghams Trust 
v. Comm’r of Int. Rev., 325 U. S. 365, 65 Sup. Ct. 1232, 89 L. ed. 
1670 (1945), where the Court held that the construction of the words 
“property held for production of income” was not a question of fact 
but one of law, and that a finding and decision by the Tax Court did 
not foreclose an independent finding by the appellate court although 
the finding of the Tax Court was entitled to great weight. 

Thus the determination of whether a phrase used in a statute is 
propertly interpreted in view of conflicting evidence would seem to 
be either a question of law or fact depending on the clarity of the 
usual interpretation of the phrase. The use of the word partnership 
in the Internal Revenue Code has been defined with such clarity, that 
under the doctrine of the Dobson case, supra, the court on review 
should have been foreclosed from making an independent finding of 
fact in the absence of a clear holding that the finding of the Tax 
Court was not supported by the evidence and had no rational basis in 


the facts adduced. B.. W. D. 





